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Good Will... 
and YOU 





T TAKES a year to grow an 
I apple, but only a few min- 
utes to eat it. It takes years 
for a bank to build up good 
will among the public, but 
only a little while and a little 
thoughtlessness to lose it. 

A small thing, stationery... 
on the surface. But this year, 
the quality of workmanship of 
some lithographer or engraver, 
the quality of paper you use in 
your checks and letterheads, 
will contribute materially to 
your bank’s standing—or dam- 
age it. 

Your customers expect 


checks that offer protection 
against alterations; letterheads 
that do not greet the eye with 
the single word, “cHEap.” The 
savings pass-book that becomes 
a more valuable personal pos- 
session with each deposit—how 
can it help creating good will 
for you, if it is attractively pro- 
duced? 

Make it clear to your pur- 
chasing agent that he is not 
only free, but expected, to buy 
reasonably high quality and 
specialized workmanship (as 
well as service and price) on 
items that reach the public. 
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A Bit of History 


Sirs: Here’s a good jokel 

A representative of the Burroughs Add- 
ing Machine Company called on me just 
about twenty years ago, when I was 
associated with the Guaranty Trust Com- 
pany of New York. He told me of the 
plans for establishing a magazine to be 
known as The Burroughs Clearing House, 
and asked me what I thought of the idea. 

Very promptly, out of the abundance 
of my profound wisdom, I assured him 
that it would be a failure, for obviously 
such a periodical would be merely a house 
organ, and therefore could not possibly 
develop any prestige as an independent, 
worth while magazine. 

Whereupon, The Burroughs Clearing 
House was founded, immediately became a 
success, and during the succeeding years 
has continued to grow in popularity and 
influence. 

So, you see, even great wisdom cannot 
— be depended upon in the realm of 
prophecy. 

Anyhow, here are my sincere thanks 
for the wealth of interesting and con- 
structive material which The Burroughs 
Clearing House has made available since 
1916, and my hearty congratulations and 
good wishes on the celebration of your 
twentieth birthday. 

And here’s hoping that the magazine 
will go on and on throughout the years to 
greater and ever increasing achievements. 

FreD W. ELLswortu, Vice-president, 

The Hibernia National Bank, 
New Orleans, La. 
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Terminating Double Liability 


Sirs: What are the requirements and 
how do we proceed to terminate double 
liability next July? Do we make applica- 
tion? 

C. F. Pantie, President, 

Marion National Bank, 
Marion, Kansas 


Epiror’s Note: This is found in Section 304 of the 
Banking Act of 1935. A quotation from a letter written 
by Harold V. Amberg, Vice-president and General 
Counsel of The First National Bank of Chicago sets 
forth the procedure. Mr. Amberg states, ‘‘The Comp- 
troller of the Currency has issued a form of publication 
and affidavit of publication which meet his require- 
ments. This is known as C-12-35 Treasury Depart- 
ment, Comptroller of the Currency in re: Publication 
of Notice of Termination of Shareholders’ Liability.” 
The first step would be to write the Comptroller for 
one of these forms. 
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10,000 More Items 


Sirs: The following interesting informa- 
tion has just come to us from the American 
National Bank at Nashville, Tennessee. 
Some time ago that institution installed 
air conditioning on the third floor of their 
building, where the 90 employees of their 
transit and bookkeeping departments are 
located. On July 14 the installation was 
put into service. That happened to be 
the largest day in the history of these 
departments, = 86,000 items 
being handled that day. 

With the same number of employees, 
10,000 more items were handled than on 
the next biggest day in the bank history, 
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and the work was completed in 24 hours 
less time. 

In commenting on this, Mr. Buford 
Wilson, Comptroller, stated: “Of course 
we attributed this to the air conditioning, 
as July 14 was also one of the hottest days 
of the summer. We are exceedingly 
pleased with the results and can safely 
say that it has added 20 per cent to the 
efficiency of these departments.” 

Wa tterR A. Bowe, Advertising and 

Sales Promotion Manager, 
Carrier Engineering Corporation, 
Newark, New Jersey 
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Like Mark Twain’s Characters 


Mr. Frep CopPpELAND: 

Possibly many others have written you 
about your very interesting stories pub- 
lished in The Burroughs Clearing House, 


and I am just going to add my appreciation 
to theirs. My first thought, when my issue 
reaches my desk, is of Director Clutchbill 
and his neighbors who, like Mark Twain’s 
characters, are on the road to immortality. 

We small town bankers, having so much 
financial reading to assimilate in order to 
keep our banks in the running with our 
big city cousins, need the kind of mental 
relaxation which you provide. 

N. A. JENKINS, Cashier, 

The Peoples National Bank of Laurel, 

Laurel, Delaware 
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Broadcast—A World Atlas Free 


Strs: Our radio program, “Ports of 
Call,” a series of fifty-two half-hour 
electrical transcriptions will be presented 
over Radio Station WRVA, Richmond, 
Virginia, every Monday night from 8 to 








A CAREER IN 
Life Insurance Representation 
% 


Most of us know at least one individual who somehow has 
not yet succeeded in winning a fair reward for his or her efforts. 


Suggest to such a person the earnest consideration of /ife 
insurance field work as a permanent career. Recommend a 
prompt reply to this advertisement. 


The Mutual Life Insurance Company of New York places 
a high value on sincere recommendations if based on personal 
knowledge of the character of those recommended. 

To selected individuals who possess energy, common sense, 
character, stability and genuine sympathy with others, The 
Mutual Life offers personal direction and training in life 
insurance field work, leading to permanent careers in the 
communities chosen. 


The Mutual Life’s new 36-page booklet “A Career in Life Insur- 
ance Representation” is available to those who wish to consider 
the subject seriously; also name of nearest Mutual Life manager. 


Appress: Vice President and Manager of Agencies 


She Mutual Life 
Insurance Company of New York 


DAVID F HOUSTON i 
3+Nadsau Sarec,. New York 











One hundred years 


of successful banking experi- 
ence in New England, our 
knowledge of conditions and 
our contacts, enable us to ren- 
der assistance to correspond- 
ent banks having business 


in this territory. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET - BOSTON 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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8:30. Each broadcast dramatizes a dif- 
ferent country. 

This series of programs is sponsored by 
the Morris Plan Bank of Virginia to 
acquaint the state generally with its 
position as a state-wide bank for the 
individual with particular emphasis on its 
role as a_ savings institution. President 
Thomas C. Boushall announced the pro- 
grams. 

The interest of schools throughout the 
state was enlisted when superintendents 
of 120 schools were given a preview of one 
of the programs. 

A world atlas, bearing the bank’s 
imprint, will be given free of charge to 
anyone requesting it in person at the 
offices of the bank in Richmond, Newport 


| News, Norfolk, Petersburg and Roanoke. 


Mary W. Tucker Bryson, 
Advertising and Publicity Manager, 
The Morris Plan Bank of Virginia, 
Richmond, Virginia 


o 7 


Banking Census—Continued 


Sirs: During 1935 there were in oper- 
ation in the 7 West North-Central States 
3,821 banks of which 3,814 employed a 
total of 26,395 persons, with an aggregate 
pay roll during the year of more than 
$39,400,000. 

Of the 3,814 banks, 3,557 are unit 
banks and 257 are branch banks. This 
would indicate a ratio of approximately 
one branch bank to 14 unit banks. Branch 
banks constitute 6.7 per cent of the total 
of all banks. Iowa has 93 branch systems 
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Iowa 803 3,955 $ 5,318,768 
Executives 1,756 3,316,868 
Other Employees 2,199 2,001,900 
KANSAS 728 «43,584 4,892,546 
Executives 1,815 3,232,796 
Other Employees 1,769 1,659,750 
MINNESOTA 704 5,891 9,788,206 
Executives 2,057 4,972,911 
Other Employees 3,834 4,815,295 
Missouri 706 8,303 12,798,580 
Executives 2,104 5,530,950 
Other Employees 6,199 7,267,630 
NEBRASKA 451 2,694 3,973,277 
Executives 1,168 2,276,519 
Other Employees 1,526 1,696,758 
NortH Dakota = 208 978 1,362,160 
Executives 499 857,382 
Other Employees 479 504,778 
SoutH DAKOTA 214 990 = 1,322,284 
Executives 553 941,790 
Other Employees 437 380,494 


West Nortu- 

CENTRAL STATES 3,814 26,395 39,455,821 
Executives 9,952 21,129,216 
Other Employees 16,443 18,326,605 





with 216 offices; Kansas 1 branch system 
with 5 offices; Minnesota 4 branch systems 
with 14 offices; Missouri and Nebraska, no 
branch systems; North Dakota 1 branch 
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a8 POOR Manuals supply you with 


more complete basic data 
. . . just as they have since 1860. The Daily 
Reports with their broader coverage bring 
you all the latest financial news. Send for the 
Daily Reports for a 10 day free trial. Then 
make your own comparisons. Reach for your 


pen... fill out and return the coupon... 
NOW, while you think of it! 



















POOR’S PUBLISHING CO. 
90 BROAD ST., NEW YORK 


O.K. Send the Daily Reports for a 10 
day free trial. There will be no charge for 
this trial and we may keep the material 
you send. 
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Many Banks 
Will Find 
This Chart 
Useful 














Although designed particularly for individual accounts, 
this chart will also serve the purpose of banks whose 
investment portfolios are not too extensive. Through 
the use of additional forms, it can be adapted to larger 
situations. Also, the manner in which the chart is planned 
will serve as a guide to banks who are seeking to devise 


a form of analysis to fit their own needs. 


This chart provides a composite picture of investment 
holdings — shows diversification by type and location, 
tax-exempt status, how maturities are distributed, etc. 
Its use may reveal where some changes are advisable — or 
indicate, in a general way, how new investments should 
be selected to fit in with the other holdings. 

Primarily for bonds, this chart can be used for stocks, 
mortgages, and other types of investments. Copy will be 


mailed to you upon request without obligation. Ask for 
Analysis Chart BC-X6. 


HALSEY, STUART & CO. Inc. 


CHICAGO, 201 South La Salle Street + NEW YORK, 35 Wall Street 


AND OTHER PRINCIPAL CITIES 
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system with 2 offices, and South Dakota 
5 branch systems with 20 offices. 

Of the 26,395 persons shown, 9,952 are 
executives and naeied officers, and 16,443 
are other employees. This would indicate 
a ratio of approximately one executive 
for every two other psa Mac or 38 per 
cent executives and 62 per cent other 
employees. 

In the branch banks, 20.5 per cent of 
all employees are classified as executives. 
In unit banks, executives constitute 39.2 
per cent of all employees. 

The average annual salary paid to 
employees, including executives, was $1,495 
for the states covered in this report. In 
unit banks the average salary was $1,481. 
The average salary for executives was 
$2,065 and $1,104 for other employees. 
In branch banks the average salary was 
$1,653. For executives it was $3,396 and 
for other employees, $1,204. 

FRED A. GOSNELL, 

Chief Statistician, 


Bureau of the Census, 
Department of Commerce, 


Philadelphia, Penna. 


45 Courses in Banking 


Sirs: New York Chapter, American 
Institute of Banking, begins its thirty-sixth 
year this fall in new quarters in the Wool- 
worth Building. 

This is the first time in the chapter’s 
history that it has been located in the 
downtown area, and the move was under- 
taken largely to bring the chapter into the 
financial district and nearer to the place 
of employment of most of the members and 
students. 

The chapter occupies the entire fourth 
floor of the building and the facilities 
include: nineteen classrooms, an assembly 
room and library, as well as rooms for the 
general office, faculty, board meetings, and 
seminar sessions. This space formerly 
contained the executive quarters of the 
Irving Trust Company and in remodeling 
for school purposes most of the attractive 
oak paneled walls and other decorative 
features were preserved. 

New York Chapter has employed Dr. 
Ralph S. Alexander of Columbia University 
as educational supervisor and Gwynne A. 
Prosser as his full-time assistant, has 
engaged a faculty of 77 university instruc- 
tors, bankers, investment men, account- 
ants, and lawyers, and is offering 45 courses 
in Commercial Banking, Trust Banking, 
Savings Banking, 
Investment Bank- 
ing, and Foreign De- 
partment Banking. 
Leroy S. Ciark, 

President, 

New York Chapter, 
American Institute 
of Banking 


L. S. CLARK 
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/wenty Years Op 





Its policy unchanged... The 
Burroughs Clearing House 
enters its twenty-first year 


In the twenty years of its life, The Burroughs 
Clearing House has recorded many changes in banking. 
The banking structure itself has undergone important 
change, but no more than the art of bank operating. 
Throughout, The Burroughs Clearing House has kept 
abreast of this change. It has supplied timely, un- 
biased interpretations of banking laws. It has reported 
underlying changes in the investment of bank funds. 
It has pioneered new and better methods. It has 
given hearty support to improving employee and pub- 
lic relations. It has 
been a leader in pre- 
senting opportunities 
for betterment of the 
bank’s income. 


As it enters its 
twenty-first year, 
The Burroughs Clear- 
ing House extends 
its appreciation to 
those who have con- 
tributed to its pages 
and particularly to 
the many bank 
officers whose en- 
couragement and as- 
sistance it has so 
abundantly received. 
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he Burroughs Clearing House to the 
bankers of United States and Canada, we 
consider a word of introduction timely. . 


This magazine will be published monthly, 
and will be sent, without charge, to approxi- 
mately forty thousand bank officers. 


‘he Burroughs Clearing House aims, 
broadly speaking, to be always constructive, 
never destructive; to interpret, not to preach; 
to represent the opinions and achievements of 
the financial world at large, not those of any 
one sect or section; to further that progress 
which is to be brought about only by the non- 
partisan exchange of sound ideas. 


In carrying out these ends we will publish, 
from month to month, articles by and about 
men of standing in financial circles, dealing 


with the vital banking problems of today. 


We ask co-operation, we will welcome con- 
structive criticism, we hope for appreciation. 
If these ends are achieved “he Burroughs 
Clearing House will fulfill its mission as 
a magazine of real service, an aid to bank 
business-building, and a spur to wider adop- 
tion of the best in banking methods. 


[° PRESENTING THIS FIRST ISSUE 



























An interesting page from the first issue of The Burroughs Clearing House, 
It is a statement of the editorial objective of the 
magazine, so well defined that it still stands without alteration 
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Facts, and a spirit of trusteeship, are 
essential for the solution of the prob- 
lems confronting banking to-day, 
says Tom K. Smith, new President 
of the American Bankers Association 


by 


MERLE THORPE 


Editor, Nation’s Business 


“WJ HAVE known Tom K. Smith, the 
| new president of the American 

Bankers Association, for many 
years. I have observed him at work 
in the bank, at his desk in the Treasury 
Department in the capacity of a public 
servant and at play on the golf 
course. I also know of his many civic 
activities and the resourcefulness and 
disinterestedness he brought to them, 
duly attested to by his fellow citizens 
in the form of a “‘medal.”” The “‘medal”’ 
was a certificate carrying with it a 
cash award of $1,000. This he 
promptly turned over to charity. It 
was known as the St. Louis Award and 
was given to “the resident of Metro- 
politan St. Louis who contributed the 
most outstanding service to its develop- 
ment or performed such service as to 
bring honor to the community.” 

When the editor of The Burroughs 
Clearing House asked me “What 
manner of man is the leader of Ameri- 
ca’s bankers?” I brought together 
these random impressions and, to 
supplement them, traveled West to sit 
down and talk with him. Here, then, 
is the answer I found. 

Tom Smith’s father came to this 
country from Ireland. He was one 
of those immigrant pioneers who came 
to America because they believed in 
American ideals and because they 
wished to escape the political restraints 
laid upon them in the Old World. 
To them democracy was a compelling 
faith which colored their whole exis- 
tence. He finally gravitated toward 
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Researcu Is Key 
to kuture of Banks 


Underwood & Underwood 


the hardware business 
and Tom’s first task was 
to help in the store. 
These are not insignifi- 
cant details. They help 
to explain Tom Smith, 
the banker, and his 
attitude toward busi- 
ness. 

Tom was born in Glenwood, Mis- 
souri, in 1882. He went to the 
University of Missouri, received an 
A. B. for undergraduate work, a Phi 
Beta Kappa key for scholarship, and 
later, in 1935, an L. L. D. for meri- 
torious public service. He married 
and reared a family of four children, 
two sons and two daughters. 

He is President of The Boatmen’s 
National Bank, St. Louis, Missouri. 
This institution, established in 1847, 
is now the oldest of its kind west of 
the Mississippi. It was a part of the 
great panorama of the building of the 
West and from the time when the 
commerce of that region moved in 
stately procession up and down the 
broad stream it served the changing 
needs and purposes of its clients. 
Foundations must be laid pretty deep 
for such an institution to withstand 
the vicissitudes of a hundred years. 


‘TOM Smith is ruggedly built. He 

radiates vitality and his eye is keen 
and penetrating. He is resolute in 
his convictions and he knows people. 
Among his personal characteristics 
one is especially striking —his sense of 


be. 


Merle Thorpe, nationally-known writer and speaker 





wS 
on business and economic subjects 


trusteeship. Knowing him, as I have 
over the years, one cannot escape the 
impression that he is always conscious 
of this responsibility—to the people 
of whose funds he is the custodian, to 
the people for whom, as the member 
of a committee or organization, he 
speaks, and to those who accept and 
rely upon his leadership. Finally, he 
looks upon his obligations as a citizen 
in the same light, regarding himself as 
the trustee, within the orbit of his 
activities, of the larger rights of 
citizenship and of the institutions 
under which we live and work—the 
social order. 

**“A banker,” he once said to me, 
“‘when he opens his doors to the public, 
says: have confidence in me. If you 
see fit to put your money or your 
property in my hands, I will not abuse 
your trust. I will, to the best of my 
ability, handle it as if it were my 
own. I will commingle it with my 
own and that of my associates. I 
appreciate your confidence in me and 
the obligations arising out of that 
trusteeship ...” 

There is nothing unusual about this 
statement. Every banker makes the 
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Tom K. Smith, photographed as he gave Merle Thorpe his thoughts on the future of banking for this article 


same commitment and, with very few 
exceptions, all are guided by it. But 
it is necessary to state it to get at the 
corollary. If the people are to have 
confidence in the banker, the banker 
must respond to the will of the people. 
He must know their aptitudes, their 
inclinations and_ their limitations. 
He must have confidence in them. 


HAT makes Tom Smith a democrat 

—with a small “d.’’ Being a banker 
he might fall under the suspicion of 
being a tory or reactionary. But the 
banker is the last man in the world 
who can afford to be either. There is 
more of practice and less of theory 
about banking than any other pursuit. 
Faith in the people, in their capacity 
and determination to go ahead, to 
launch new projects and develop new 
industries, is essential. Banks do not 
run under their own power. They are 
merely a facilitating agency by which 
initiative and enterprise are supplied 
with the tools of industry. The 
initiative and enterprise must come 
from the people themselves. 


As an official of the American 


Bankers Association or any other 
organization he likewise regards his 
position as a trust. He is not Tom K. 
Smith, the individual who, because of 
his position, elective or appointive, 
finds that his words carry greater 
weight and, therefore, proceeds to 
expound his own theories and propa- 
gate his own beliefs. He is Tom 
Smith, speaking for those whom he 
represents and he proceeds to find 
out what their views are, to find a 
common denominator of opinion as a 
starting point for his effort. 


WOULD not have anyone draw the 

conclusion from all this that Tom 
Smith has no mind of his own. There 
is a difference between those who 
have a slavish acquiescence and those 
who represent intelligent leadership 
supported by the rank and file. A 
democracy is not like an army subject 
to arbitrary command. It achieves 
its purposes by co-operation, not by 
compulsion. Understanding _leader- 
ship is the cement which holds it 
together, and directs it, within its 
limitations, to a common purpose. 


The new President of the American 
Bankers Association has on many 
occasions alluded to the necessity for 
“research.” In fact, he gives this 
word special emphasis in his accept- 
ance speech at San Francisco. Now, 
“research” is a forbidding word to 
many, but, in view of Tom Smith’s 
philosophy, it loses its pedantic color. 
He wants to know. He wants to know 
the facts. He wants to know how 
one set of facts affects another set of 
facts. He wants to know the rami- 
fications of a given conclusion honestly 
drawn from a set of facts. He is apt 
to say of a conclusion, drawn from a 
premise, that such and such is the 
case, ‘““Well, what of it?’ because his 
mind is both curious and insistent that 
the correlative conclusion is correct. 

‘““What do you expect to do in your 
year of administration?’”’ I asked the 
new president. 

“We must find out many things,” 
he replied. “If we are to have sound 
banks we must first know the funda- 
mental facts about banking through 
research and study, and, secondly, we 
must emphasize the (See page 22) 
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Bank Crepit Goes 
on a Retail Basts 


The story of Bank of America’s huge program to extend its 
copyrighted Timeplan service to individual bank borrowers 


The branch manager's portfolio. It contains a manual, a complete assortment of window 
stickers, counter cards, and folders, a second envelope of dealer material 





by 


DONALDSON B. 
THORBURN 


Assistant Vice-President, Bank of America 
National Trust & Savings Associ- 
ation, San Francisco, California 


HIS is the evolution of a pro- 
gram of merchandising bank 
credit for individual borrowers — 
the supplying of credit on a retail 
basis—from the formulation of the 
policy which made this type of credit 
available, through the various steps 
that were necessary to bring its avail- 
ability to the attention of the public. 
The story of this program is the 
story of the experience of one bank, 
Bank of America National Trust & 
Savings Association. Its experience 
may not parallel the experience of 
other institutions retailing bank credit, 
because of differences in territorial 
scope and operating policy, but certain 
parts of its program are directly 
applicable to the procedure of any 
bank which undertakes a similar policy. 
Bank of America was founded as a 
bank for the small depositor. The 
growth of its branch organization re- 
sulted from this fundamental principle, 
for it was necessary to have many 
service points throughout California in 
order to place the bank’s facilities at 
the disposal of a large number of small 
depositors. 
From serving the “‘little people” as 
a depositary to serving the same cus- 
tomers as a lending agency is not a 
great transition, and consequently, 
what has taken place recently in the 
retail lending policy of Bank of America 
is not revision, but rather an added 
impetus to a function already in 
active practice. 
The retail lending policy of Bank of 
America was clarified as to back- 
ground by the founder of the bank, 
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The Timeplan service extends to the purchase of automobiles, household appliances, home improvements, homes, and personal loans 


A. P. Giannini, in a public statement 
issued on January 1 of this year. 

“Since 1933,” Mr. Giannini said, 
“there has been a constant trend 
toward revision of business and bank- 
ing in order to meet the need of altered 
conditions throughout the nation. Re- 
visions in the existing order of banking 
have paved the way for better times 
to come, and those bankers who are 
sufficiently farsighted to conform to 
current trends are finding the way 
clear to vastly better conditions in 
their field. 

“In the past, the stress of banking 
service has been upon facilities for big 
business. Today .. . the little fellow 
is coming into his own. . . on an equal 
footing with corporate business. 

“The Government is doing every- 
thing in its power to induce the banks 
to recognize the credit standing of the 
individual, so that his purchasing 
power will stimulate business recovery. 
Foresighted bankers, in co-operation 
with this move, are making credit 
available to borrowers on an individual 
basis. 

‘Heretofore, the majority of the 
nation’s commercial banks have been 
primarily interested in financing busi- 
ness through commercial loans. Today 
the trend is toward inclusion of the 
individual in bank financing, through 
personal loans, modernization loans, 
and automobile finance. In other 
words, the banks have previously been 
wholesalers of credit. Today they 
are becoming lenders on a retail basis. 
This is the trend that will be most 


apparent in banking during ensuing 
years.” 

There are factors too numerous to 
specify behind the statement of Mr. 
Giannini. Salient points included the 
following: 

During the past four years, deposits 
of the banks of the United States 
gained $3,143,000,000, while loans 
dropped $10,976,000,000. 

In four years, the amount of deposi- 
tors’ funds invested in loans and dis- 
counts shrank from 68 per cent to 
41 per cent. 


HE commercial banks of the United 

States, with more than ten billions of 
dollars in savings funds, cannot con- 
fine their investments to bonds and 
short-term paper. 

The low average yield of the invest- 
ment portfolio under current condi- 
tions makes retail lending the logical 
road to improved earnings. 

Deposit insurance and the placing 
of Federal Reserve credit on a basis of 
the soundness of the paper offered, 
rather than its liquidity, open the way 
for sound retail lending. 

The individual borrower’s record is 
excellent. 

On this foundation was laid Bank 
of America’s present policy of retail 
lending. Under this policy, the first 
move was to apprise the managers of 
all branches of the purposes of the 
management. The second move was 
to make the policy known to the public. 

Mr. Giannini addressed to his branch 
managers a letter informing them of the 


establishment of an Installment Loan 
Department to centralize and co- 
ordinate the retail lending activities 
of the institution. The letter con- 
tained a resume of the purposes of the 
management in actively seeking indi- 
vidual loans. It also contained the 
instruction that the manager and his 
staff engage actively in the program 
by educating individuals on the value 
of a credit standing with a bank. 

The next step was undertaken with 
advertising —a full page advertisement 
in practically all California news- 
papers, in which the letter to branch 
managers was made public, so that the 
policy of the bank might be made 
known in a striking and convincing 
manner. 

The full-page advertisement ap- 
peared during the week of January 20. 
The total volume of new loans during 
the ensuing month gained approxi- 
mately 18 per cent, and the volume of 
new loans in February 1936 was up 
even more over February of 1935. 

These moves, however, were actually 
only preliminaries. The main event 
was the preparation and inauguration 
of a co-ordinated drive for loans to 
individual borrowers through the con- 
certed efforts of advertising, publicity, 
merchandising, and direct contact. 

In order to approach the merchandis- 
ing problem with accuracy, it was 
necessary to survey the services to be 
offered to the public as well as the 
potential market for these services. 
This was accomplished concurrently 
with an analytical study of our 
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Advertising display pieces for branch and dealer supplement newspaper, radio, billboard and street car advertising 


previous advertising in relation to 
loan volume. 

With loans to individuals as the 
principal service to be merchandised, 
it was immediately apparent that some 
co-ordinating factor was necessary to 
identify various types of personal 
credit as a part of the service of Bank 

of America. In other words, it was 
' essential to ““Trade-mark”’ our product, 
and this trade-mark was established 
in the designation “TIMEPLAN” 
which now identifies Bank of America 
loans to individuals. 

Consequently, the public is now 
cognizant of Timeplan Personal Loans, 
Timeplan Automobile Finance, Time- 
plan Home Loans, and Timeplan 
Equipment Loans. All have the com- 
mon characteristics that they are loans 
to individual borrowers, they are in- 
stallment loans, and they are Bank of 
America loans. The purpose of the 
use of the Timeplan trade-mark was 
to give this bank’s loans an identity 
and character that could be established 
through any advertising medium. 

With various types of Timeplan 
loans to advertise, it was necessary to 
take inventory of all media available 
for our use, and to select the medium 
best adapted for the advertising of 
each type of loan. 

Accordingly, radio was selected for 
the advertising of home loans and 
modernization loans because of its 
coverage, intimacy, and ability to 
produce intensity of listener interest. 

Outdoor advertising was chosen to 
sell auto finance because in California 
the preponderance of its appeal is to 
the motoring public. 

Car cards, commanding the highest 
circulation per advertising dollar, were 
selected to carry the message on per- 
sonal loans. 

_ Direct mail was regarded as an 
important factor in providing contact 


with equipment dealers, and in the 
case of home loans and modernization 
loans, in obtaining the co-operation of 
realtors, contractors, and architects. 

Newspapers were not directed to- 
ward any single sales objective. They 
were assigned the important advertis- 
ing job of backing up the other media 
whenever circumstances warranted. 

For example, with billboards broad- 
casting periodical institutional mes- 
sages on automobile finance, news- 
papers are used seasonally to intensify 
this message, both in display and 
classified space. 

Recognizing that all advertising is 
read subjectively, wise national dis- 
tributors interpret their products in 
terms of the buyers’ desires. 

So it is with the Timeplan campaign. 
The entire advertising program is set 
up to appeal to the public on the basis 
of what Timeplan loans mean in terms 
of personal satisfaction, rather than 
to sell loans on a dollars and cents basis. 

Let me use the radio program as an 
example: 

It would have been a relatively 
simple matter to purchase a sustaining 
radio program on dominant California 
stations, and to attach to that vehicle 
commercial announcements proclaim- 
ing that Bank of America was offering 
home loans to buy or build dwellings. 
It might have met the immediate 
objective, but we felt that such a 
policy did not go far enough. 

Accordingly, in co-operation with 
the Pacific Coast organization of the 
National Broadcasting Company, we 
set up a radio program which was 
designed, not to sell home loans, but 
to sell home life. 

Artistically, this program is com- 
posed of few ingredients. In San 
Francisco there is a young genius 
whose name has recently traversed 
the continent because of his composi- 


tion of a symphony of San Francisco. 
He is Meredith Willson, whom we of 
the Pacific Coast believe to be marked 
for a niche in the Hall of Fame of 
American music. 

There is another denizen of the 
Pacific Coast radio world who is a 
junior counterpart of Edwin C. Hill. 
He is John Nesbitt, recent graduate of 
the University of California, whose 
outlook and dramatic delivery over 
the air imply a maturity far beyond 
his years. His greatest radio experi- 
ence has been as a commentator upon 
current events. We sought him for 
another purpose—as a salesman for 
home life. 

We called together these two talented 
young men and with them worked 
out a schedule of broadcasts calculated 
to appeal to those home lovers whose 
existence in rented quarters amounts 
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An interesting piece in the campaign is an attractive sixty-four-page book that features floor plans and drawings of thirty homes 


to a frustration, and there is an 
abundance of them. 

Commercial announcements are 
limited to explanation of the Bank’s 
desire to be helpful to Californians 
who want to own homes of their own. 
Tangible aid to such potential home 
owners is offered in the form of The 
Home Plan Book, for which listeners 
are invited to write, or to apply at 
branches of the bank. 

This book is composed of architects’ 
drawings and floor plans of thirty 
homes suitable for construction in 
California, ranging in construction cost 
from $3,500 to $12,500. 

The commercial announcements 
make no effort to ‘sell’? home loans. 
The Home Plan Book is evidence of 





A sign for real estate dealers 


the Bank’s desire to co-operate with 
home builders and contains a schedule 
of monthly payments for loans of 
various amounts and maturities. De- 
mand for the books was immediate, 
and, of course, provided a central 
mailing list of potential home owners. 

The radio program, with its ad- 
juncts, was only one phase of the 
entire Timeplan campaign. Obviously, 
to demonstrate the full scope of the 
installment loan program to the per- 
sonnel of 447 branches, a concerted per- 
sonnel-education effort was necessary. 

As a beginning, every branch man- 
ager in the system was invited to 
San Francisco or Los Angeles head- 
quarters, where all phases of the 
advertising campaign were presented 
in full detail. L. M. Giannini, presi- 
dent, encouraged the branch execu- 
tives to present their reactions to the 
campaign from the standpoint of their 
local requirements. Valid criticisms 
and constructive suggestions added 
materially to the ultimate success of 
the campaign. 

One important part of the campaign 
which was demonstrated to the branch 
managers at their meetings was the 
plan for financing household equipment 
through handling dealer paper. It 
was necessary to merchandise this 
service entirely through the dealers, 
and to educate the public on the fact 
that this financing was obtainable only 
through authorized dealers, and not 
through the branches. 

The use of the trade-mark ‘“Time- 
plan’? enabled Bank of America to 
furnish broadsides to dealers, as well 
as “dealer helps” which permitted the 
dealer to use this financing service as a 
sales point without displaying the 
name of the bank at the point of sale. 





The effectiveness of this method of 
operation, and the extent of dealer 
co-operation, is indicated by a 300 
per cent increase in monthly volume 
of dealer paper within sixty days. 

Following the series of branch man- 
agers’ meetings, a comprehensive out- 
line of the entire plan was prepared in 
the form of the “Branch Manager’s 
Timeplan Manual,” which was de- 
signed to refresh the memory of the 
branch managers on the program 
previously presented to them, and to 
enable them to inform and inspire 
their staffs on the purposes and 
mechanics of the campaign. This 
manual described component parts of 
the program, and suggested the pro- 
cedure necessary to make it effective. 

The principal significance of the 
campaign lies in the fact that it fur- 
nishes the opportunity to determine 
tangible results—in fact, it places 
advertising on a measurable production 
basis which has never been practicable 
in the past. For example, it is measur- 
able that the volume of total new 
loans of Bank of America in June of 
1936 gained $10,000,000 over June of 
1935, but even more indicative of the 
attractiveness of installment loan busi- 
ness is the consistent month-by-month 
increase in volume of new loans. 

It is an attribute of installment loans 
that funds so invested are constantly 
returning for reinvestment. Conse- 
quently, the work of merchandising, 
like the poetical reference to women’s 
work, is never done. Due to the rapid 
turnover, a great many people are 
served by the same amount of money, 
many customers are brought into the 
bank, and consequently deposits and 
other sources of bank revenue are 
greatly stimulated. 
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ETAILS of good auditing practice 
D are discussed so frequently that 

it seems safe to assume that any 
banker with an interest in auditing 
must be entirely familiar with most of 
them. Auditing practice if sound is 
based upon first principles. And it is 
well worth the while of any auditor or 
officer responsible for auditing to 
pause occasionally to check up on him- 
self, to see whether his institution is 
adhering to these basic principles. 

It would be pleasant if there were 
any way to select personnel which 
absolutely never would deviate from 
the straight and narrow path. Un- 
fortunately, with human nature what 
it is, such people are difficult to find. 
There is no known way of determining 
whether an individual is so rigidly 
upright that he would never under any 
circumstances take anything not his 
own. As good an instance of this as I 
know is that many of the biggest 
defalcations have been committed by 
auditors or comptrollers, the very men 
who were set up in high places to pre- 
vent such losses. Certainly no board 
of directors has ever appointed to 
either of these positions a man whose 
honesty could reasonably be doubted 
from his past behavior or his outward 
characteristics. 





THE BURROUGHS CLEARING HOUSE—October, 1936 


“Lue Auprror’s Part 
in better Bankin 


by 


R. H. BRUNKHORST 


Comptroller, Harris Trust & Savings Bank, Chicago, IIlinois 


Modern auditing goes beyond the old check 


and spy practices.... The objective today 
is to eliminate both the opportunity and 


the necessity for dishonesty from the bank 


A recent photograph of R. H. Brunkhorst 

who gives his ideas on bank auditing and 

control in this article. Mr. Brunkhorst is well 

known for his writings on bank operating 

subjects. Many of his articles have appeared 
in The Burroughs Clearing House 


It is safe to say, cynical though it 
may sound, that what keeps many 
people honest is lack of necessity, lack 
of opportunity, and fear of detection if 
they should be dishonest. It therefore 
follows that every banker, regardless of 
the size of his bank, owes it not only to 
his stockholders but also to his fellow 
officers and employees to free the 
personnel of any necessity for dis- 
honesty, to remove the opportunity for 
dishonesty, and to make detection a 
practical certainty. If there were no 
other reason involved, it would be 
enough that he should thus spare him- 
self the painful necessity —how painful 
it is can be known only to the banker 
who has suffered it —of having to stand 
up in court and give testimony that 
will send to the penitentiary a co- 
worker with whom he has labored 
shoulder to shoulder perhaps for many 
years, with whose family he and his 
own family are good friends, perhaps a 
man in whose probity he placed the 
same faith and respect that he accords 
himself. The only way to remove the 
lack of opportunity and to supply the 
certainty of detection is through a com- 
petent plan of auditing and control, a 
plan installed as a preventive measure 
rather than as a means of discovering 
defalcations after they have occurred. 


No banker can, of course, entirely 
remove all possibility of some necessity 
arising in the life of an employee or 
officer which will lead that person to 
appropriate for his own use funds of 
the bank. But he can take the first long 
steps in that direction by paying his 
people salaries commensurate with the 
responsibilities of their jobs and with 
the scale of living to which they must 
conform. 


ANY bank employee in a position of 

trust where he could manipulate 
either assets or accounts through dis- 
honesty, should purely as a matter of 
goodmanagement be paidenoughso that 
he can hold up his head in self-respect. 
A bank is not respectable or successful 
until its salary scales measure up to 
this standard. Decent salaries to the 
help are just as necessary as adequate 
returns to the stockholders. By the 
very nature of banking, it is not prac- 
ticable to run in the red to pay good 
salaries. But it is neither fair nor is 
it good business to keep employees on 
a subsistence wage. Particularly is this 
unfair if the reason for the low salaries 
is that the bank is giving away to the 
public free or at less than cost a lot of 
services which the public could and 
should pay for. Right there is a reason 
for service charges which has never 
been properly exploited. 

Besides paying adequate salaries, the 
banker who wishes to keep his people 
honest should make provision for their 
emergency requirements. The best of 
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Any employee in a position of trust 

should as a matter of good manage- 

ment be paid enough so that he can 
hold up his head in self-respect 


tellers may find himself in a situation 
where his wife’s life depends upon an 
operation more costly than he can 
possibly pay for. The most faithful of 
head bookkeepers may get in a position 
through no fault of his own, where it 
will take more money than he has to 
keep his oldest son out of jail and thus 
give the boy a chance to live a useful 
life. Many a defalcation has origi- 
nated in just such troubles as these — 
and could have been prevented had it 
been known throughout the bank that 
a loan fund for such purposes could be 
reached surely and confidentially with 
no red tape and no delay. Employee 
loan funds may seem a far cry from 
auditing, but they are an important 
fundamental in the first course, that of 
removing the necessity for dishonesty. 


Removing the necessity for dishonesty is 





The best of tellers may find himself 

in a situation that is beyond his 

control and that is likewise more 
costly than he can pay for 


All that has been said so far in this 
article boils down to a few broad state- 
ments. Outright theft from within is 
largely a personnel problem and cannot 
be prevented. But morale is a major 
factor in making such theft unlikely. 
Morale is just another name for self- 
respect and for respect for employer 
and fellow employees. You can never 
have that three-way respect until your 
employees are freed from all necessity 
—insofar as it is within your power to 
free them—for money in excess of 
their normally earned incomes. 


BUT also you cannot have that re- 

spect until and unless you have set 
up a comprehensive auditing and con- 
trol program which limits the oppor- 
tunities and which certainly eliminates 





























The Major Responsibilities of Sound Auditing — 
ay SAFEGUARDING ASSETS 
2. VERIFYING LIABILITIES 
3. MAINTAINING SOUND OPERATING POLICY 
4. OBSERVING BANKING LAWS 
5. VERIFYING INCOME 
| 6. AUTHENTICATING EXPENSES 














13 


good banking 





Employee loan funds may seem a far 

cry from auditing but they are an im- 

portant fundamental in removing the 
necessity for dishonesty 


the possibility of a running manipula- 
tion. Such a program is needed to pro- 
tect your employees. Modern auditing 
and control methods have long since 
got away from the old check and spy 
practices. It is a basic law of sound 
auditing that the one in charge of these 
duties must brook no _ interference, 
must always have an open avenue to 
the board of directors. At the same 
time, he must not be arbitrary, should 
not interfere with bank operations, and 
should never work in a way to humili- 
ate fellow employees—for thereby he 
is destroying respect, morale, the will 
to do a good job honestly. 

There are half a dozen major re- 
sponsibilities of a sound auditing plan. 
They are: 

1. Safeguarding assets; 2. Verifying 
liabilities; 3. Maintaining sound operat- 
ing policy; 4. Observing banking laws; 
5. Verifying income; 6. Authenticating 
expenses. 

It follows obviously from these 
responsibilities that the one in charge 
of auditing should approve all changes 
in systems and methods. Also he 
should remember, above all else, that 
he himself is subject to the same temp- 
tations as any other employees and 
that, even less than any other system 
in the bank, the auditing and control 
must not be built around any one 
person. It is in overlooking this 
requisite that the opportunity and 
temptation has arisen for most of the 
large defalcations by auditors and 
comptrollers. 
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No auditor should regard himself as 
super-honest. He is subject to the 
same temptations as any other person. 
He should not permit the installation 
of any auditing or control program 
which gives him direct custody of cash 
and securities or control of income and 
expenses. 

The question “Who audits the 
auditor?” should be unnecessary. By a 
series of reports and daily statements 
the management of the bank can watch 
reserve accounts and the like which 
must necessarily be somewhat under 
the direct control of the auditor. 

We have not space here to attempt 
setting up a detailed system of auditing 
and control. But we can briefly touch 
on the major requirements, and suggest 
methods which in actual experience 
have proved satisfactory. Here, then, 
are the high spots of good auditing and 
control: 

Investments should be checked in 
when acquired, and immediately placed 
under dual control. Many bankers 
honestly feel there are not, in their 
institutions, enough officers for this 
purpose. Actually it is far better to 
have dual control in the hands of an 
officer and of a clerk who knows what 
he is doing than in the hands of two 
officers who are not so familiar with 
details. The clerk on the dual control 
must have as his duty seeing that all 
investments paid for are properly put 
away and that reimbursement is re- 
ceived for all investments taken out. 
Arrangements should also be made for 
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proper reporting 
committee. 

Loans and discounts should be 
checked in and out daily to see that all 
loans are properly approved and 
charged in and out of the control 
figures. Collateral should be checked in 
and out, deliveries being supported by 
receipts; checking may be done by 
another teller or by the general book- 
keeper. Collateral should be under 
dual control, and if possible the records 
should be divorced from custody of 
collateral. When loans are paid, 
collateral should be transferred to safe- 
keeping or surrendered, not retained in 
the loans and discounts cage. Officers 
designated for approving loans should 
initial notes, and the auditor’s duty is 
to see that the initials are there. 


to the executive 


N issuing drafts against amounts due 
from banks, stubs should be used 
and these stubs gathered up at night 
and the total checked against the con- 
trol records. Statements received from 
banks should be reconciled, but not by 
the person who signs the reconcilement 
blank. Checks in transit should be 
listed periodically, and the receipts in 
payment checked off as they come in. 
Returned items should be carefully 
scrutinized. Checks for clearing should 
be verified by the bank on which 
drawn, and the paying bank should be 
asked to describe all returned items so 
that they can be examined and none 
overlooked. 
Items theoretically representing cash 


should be carried separate from cash 
so that they can be examined and 
watched. Cash held by tellers should 
be checked periodically, preferably 
before the opening of business. One of 
the best plans of checking cash in a 
small bank calls for an exchange of 
cash boxes on a date determined by 
the cashier. This means a thorough 
count of the cash and keeps the cash 
clean. Reserve cash is usually under 
the control of officers. Dual control is 
preferable. Where it is impossible, one 
method used by small banks is that at 
the end of a quarter the cashier trans- 
fers the funds to the president, and at 
the next quarter they are transferred 
back; each time, the officer responsible 
makes a thorough check. 

On the other side of the statement 
equally close auditing and control are 
essential. The capital account by its 
very nature may safely be left to the 
examiners. Entries to the surplus 
account need authorization by the 
executive committee. This is usually 
taken care of by an attested copy of 
the minutes of the meeting when trans- 
fers were approved. The same pro- 
cedure applies to all except routine 
entries to undivided profits and reserve 
accounts. 

Checking accounts afford great pos- 
sibilities of manipulation, hence re- 
quire careful handling. In many a 
bank, the tellers responsible for only a 
few thousand dollars apiece are hedged 
about with safeguards, while little 
attention is given to a (See page 24) 
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Short-term credit is made available to farmers through some 550 


production credit associations. 





These associations discount with 
Federal Intermediate Credit banks 


3,200 national farm loan associations. 
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Long-term, first mortgage loans are made through more than 


The mortgages are held by 
the Federal Land banks 


Co-operative HARM CREDIT 


A study of the work of the Farm Credit Administration and 


its objective as a@ permanent co-operative credit institution 


OW that the Farm Credit Ad- 

ministration is winding up its 

emergency lending and turning 
its attention to the perfection of its 
permanent structure is a good time to 
study the work of this organization. 
It is a good time to become familiar 
with its aims and objectives. 

When the Farm Credit Administra- 
tion was created on March 27, 1933, 
its first work was to take over the 
farm lending of several existing Federal 
agencies. There followed a series of 
new laws, rapidly passed, that im- 
posed on it a variety of additional 
duties, both emergency and permanent. 
The result was that it was difficult to 
get a clear picture of where this new 
agency was headed. 

The philosophy of the Farm Credit 
Administration today is co-operation 
among farmers in the handling of their 
credit facilities, both long-term and 
short-term. While government money 
has been used for direct emergency 
loans to farmers, and more has been 
used for the initial capital of the 
semi-governmental lending _ institu- 
tions within the Farm Credit Adminis- 
tration, the announced hope has been 
that eventually these institutions 
would stand on their own feet, obtain- 
ing their funds from the general 
money market and that they would be 
managed largely by the farm organiza- 
tions through which they lend. 


by 
HENRY D. RALPH 


Washington Correspondent, 
The Burroughs Clearing House 


The co-operative credit idea was 
imported from Europe some twenty 
years ago when the Federal Land 
banks were created by the act of 
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July 17, 1916. At that time, because 
of pressure from private lending 
sources, Congress also created the 
Joint Stock Land Bank System to 
function along with the Federal banks 
in long-term farm mortgage lending. 
The joint stock banks are now being 
liquidated, while new money and 
vitality has been pumped into the land 
banks. This illustrates the point that 
the Farm Credit Administration is 
trying in every possible way to make 
farmers ‘‘co-operative-minded,” not 
only as to credit but as to all their 
operations of producing, marketing, 
and buying supplies. Co-operative 
farm credit still has a long way to go 
before reaching the goal set for it. 
Its ultimate effect on private institu- 
tions is yet to be measured. 


"THE permanent plan of the Farm 
Credit Administration is based on 
four sets of institutions, each serving a 
specified number of states. There are 
twelve Federal Land banks, twelve 
Federal Intermediate Credit banks, 
twelve Banks for Co-operatives, and 
twelve Production Credit corpora- 
tions. Each serves the same set of 
states, is located in the same city, and 
has the same board of directors. 
Thus there is a definite unity to the 
regional headquarters of each of the 
four institutions. 
Directing these institutions, from 
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Two booklets prepared by the Farm Credit Administration. The 1936 booklet, at the right, 
stresses the co-operative idea 


Washington, is the Farm Credit Ad- 
ministration itself. It is headed by a 
governor, two deputy governors, three 
directors, a land bank commissioner, 
an intermediate credit commissioner, 
a production credit commissioner, a 
co-operative bank commissioner, and 
a general staff. (There is also a director 
of Federal credit unions, a_non- 
agricultural activity, a director of 
regional agricultural credit corpora- 
tions, now in liquidation, and a direc- 
tor of emergency crop and feed loans, 
which is temporary.) There is also 
in Washington, under the Farm Credit 
Administration, the Central Bank for 
Co-operatives, rediscounting for the 
regional banks, and the Federal Farm 
Mortgage Corporation, which sells 
bonds to aid the land banks and the 
land bank commissioner. 

The four permanent institutions of 
the Farm Credit Administration are 
designed to supply the credit needs of 
the farmer, the live stock producer, 
and the fruit grower. They furnish 
three types of credit, long-term credit 
on first mortgages, short-term produc- 
tion credit, and credit for co-operative 
marketing and purchasing associ- 
ations. So far as the individual farmer 
is concerned it becomes a matter of 
long-term credit or short-term credit, 
since he is not directly concerned with 
loans to his co-operative marketing 
association. At this point it should 
be noted, however, that other than in 
exceptional or emergency situations, 
the farmer does not deal directly with 
the regional institutions but through 
local associations formed to work with 
the regional institutions. 

In the matter of his credit require- 
ments, the farmer, if he wants a long- 
term mortgage loan, has the choice of 


terms offered through the Federal 
Land Bank in his district, or he can 
deal with a commercial bank, an 
insurance company, or other private 
lender. If he wants a short-term credit 
he has the choice of dealing either 
with his local Production Credit As- 
sociation, or with a commercial bank. 


In this case the Production Credit 
Association may discount his note 
with the regional Federal Intermedi- 
ate Credit Bank; his commercial bank 
may make a similar discount with the 
credit bank. 

The Intermediate Credit banks deal 
with others beside the Production 
Credit associations and are established 
discounting institutions, while the 
Production Credit associations and 
their supervisory Production Credit 
corporations are still scarcely out of 
the organization stage and much of 
the work of the latter has to do with 
promoting the idea of co-operative 
borrowing among farmers. 


Federal Land Banks 


As we have seen, the function of 
the Federal Land banks is to provide 
long-term first mortgages on farm real 
estate. This is only partly true since 
loans may be made for the following 
purposes: ‘‘(a) To purchase land for 
agricultural uses; (b) to buy equip- 
ment, fertilizers, and live stock neces- 
sary for the proper and reasonable 
operation of the mortgaged farm; 
(c) to provide buildings and for the 
improvement of farm land; (d) to 
liquidate indebtedness of the owner of 
mortgaged land incurred for agricul- 
tural purposes or incurred prior to 
January 1, 1933; and (e) to provide 






































FARM CREDIT ADMINISTRATION 
Number and amount of loans made from May 1, 1933, through July 31, 1936, 
and outstanding July 31, 1936 
™ Loans made, May 1, 1933 Loans outstanding 
through July 31, 1936 July 31, 1936 
Institution 
Number Amount Number Amount 
Farm mortgage loans: 
Federal land banks...... 302,240 $1,194,492,904 639,068 $2,064,758,734 
Land Bank Commissioner 467,921 873,920,582 449,532 829,464,182 
Wes cause te es 770,161 2,068,413,486 1,088,600 2,894,222,916 
Short-term credit: 
Production credit 
associations........... 530,463 435,839,741 208,402 140,981,989 
Emergency crop loans. . 1,123,345 118,413,721 1,172,505 111,995,607 
Drought relief loans. .... 300,614 72,008,540 251,168 62,210,907 
Regional agricultural 
credit corporations..... 115,714 a 391,626,869 30,849 34,610,260 
Federal intermediate credit ; 
banks (loans to and dis- 
counts for private fi- 
nancing institutions)... Not available 399,311,653 Not available 53,041,401 
Se eee 1,417,200,524 402,840,164 
Loans to co-operatives: 
Federal intermediate 
credit banks.......... Not available 127,711,110 Not available 225,459 
Banks for co-operatives... . 2,629 159,173,585 6 1,318 43,017,703 
Agricultural Marketing 
Act revolving fund... . 169 a 57,936,060 215 44,430,597 
TI gigs: ws oes hha aso c 327,025,408 87,673,759 
Grand totel......... $3,812,639,418 $3,384,736,839 
mm Sectates renewals. 
b Number of co-operative associations having loans outstanding. 
c Loans in the amount of $17,795,347 made from the Agricultural Marketing Act revolving fund were 
refinanced by the banks for co-operatives during the period. The amount of such loans is excluded 
from this total in order to avoid duplication. 
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FARMERS BORROWING FROM THEIR CO- 
OPERATIVE CREDIT INSTITUTIONS 
SHARE IN THEIR CONTROL 
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Farm Credit Administration 


the owner of the mortgaged land with 
funds for general agricultural uses.” 
In actual practice however, practically 
all land bank loans are for financing 
mortgage indebtedness. 

Loans are limited to 50 per cent of 
the value of the land plus 20 per cent 
of the value of improvements. They 
may range from $100 to $50,000 each, 
but preference is given to loans under 
$10,000. Interest charged is 1 per 
cent over the rate on land bank bonds 
and is currently 4 per cent, but through 
emergency legislation the amount col- 
lected will be 3% per cent until July, 
1937, on all loans, including some made 
at 5 and 6 per cent, Congress reim- 
bursing the banks for this loss. Loans 
are amortized over periods of from 
twenty- to thirty-odd years, the most 
popular plan paying out in thirty-four 
and a half years through a semi-annual 
combined interest and principal pay- 
ment of $27 per $1,000. Moderate 


S. M. GARWOOD 
Production Credit Commissioner 





Co-operative Bank Commissioner 


appraisal fees are charged, but no 
commissions for placing the loans. 

Land banks do not deal directly 
with farmers except in a few cases 
where isolated farmers are unable to 
join co-operative associations. The 
usual practice is for land banks to 
take farm mortgages made through 
and endorsed by National Farm Loan 
associations, each composed of ten or 
more farmers within a relatively small 
area. Every farmer-borrower must 
buy stock in the association equal to 
5 per cent of his loan, which makes 
him partly responsible for losses occa- 
sioned by his neighbors and gives him 
a share in profits made by wise lending 
and good management. Through a 
loan committee and hired employees, 
each association passes on applications, 
appraises farms, and endorses notes 
which are turned over to the regional 
land bank. In order to do_ busi- 
ness with the land bank, each loan 
association must buy stock which is 
held as collateral for its loans. 

Technically the loan associations do 
not loan any money, but simply act as 
the farmer’s agent in securing a loan 
from the land bank which holds the 
mortgage. The loan association as 
endorser is responsible for each of its 
loans, its assets being its land bank 
stock and a reserve it is supposed to 
build up after paying expenses out of 
its agent fees. All land bank ap- 
praisals are made by government 
employees sent out by the Farm Credit 
Administration to prevent partiality, 
but the judgment of the members of 
the loan association is an important 
factor in evaluating a loan application. 

At the present time there are 3,200 
National Farm Loan associations. 
Through them 639,068 farmers have 
loans totaling $2,064,758,734. At the 
same time Land Bank Commissioner 
loans on first and second mortgages 
have been made to 449,532 farmers 
totaling $829,464, 182. 






S. D. SANDERS 


GEORGE M. BRENNAN 
Intermediate Credit Commissioner 
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The capital stock of the twelve 
land banks as of July 31, 1936, totaled 
$237,931,280, of which the govern- 
ment owned $123,237,630, loan associ- 
ations owned $110,765,310, and _ bor- 
rowers owned $3,528,340. 


Intermediate Credit Banks 


The twelve Federal Intermediate 
Credit banks, established in 1923, make 
no loans to individuals, but loan to and 
discount for a variety of financial 
institutions. Loans are usually from 
six to twelve months, with a maximum 
of three years, and efforts are made to 
make the loans self-liquidating and 
mature when a crop is expected to be 
sold. Discounting institutions include 
state and national banks, production 
credit associations, agricultural credit 
corporations, banks for co-operatives, 
live stock loan associations, and co- 
operative marketing associations. 

The intermediate credit banks are 
getting away from making (See page 25) 





WILLIAM I. MYERS 
Governor, Farm Credit Administration 





ALBERT S. GOSS 
Land Bank Commissioner 
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The old director climbed to the top of 
Rock Thunder with the ransom 


E are met here,’ announced 

Director Clutchbill in a 

morgue-like voice, “to con- 
sider the most serious blow that ever 
befell this bank.” 

The four other directors of the 
Ferndale National Bank swallowed once 
in the twilight of the directors’ room 
and resumed their breathless stare 
across the table at their oldest member. 

“I refer,” went on Mr. Clutchbill, 
feeling of his gray goatee with a hand 
that shook visibly, “to our largest 
loan, a loan of $30,000. It is lost!’ 

“Heh?” jerked out Director Mc- 
Tavish, stretching up like a startled 
duck. 

**When we took this note of the Blue 
Horn Goat and Cheese Farms, Inc.,” 
explained Mr. Clutchbill sadly, “‘it 
was one of these new-fangled industrial 
loans. A large bank, which I shall not 
name, guaranteed 80 per cent of it.” 

Mr. McTavish, the Scotch director, 
relaxed and leaned back. ‘Poof! I 
knew it was gone when we took it. 
All we'll lose is 20 per cent .. . we 
usually lose 50 per cent on our loans.” 
“The note . .. the note! the actual 
piece of paper is lost . . . it’s stolen 
from our files!’ whipped out Mr. 
Clutchbill, glaring around the table. 

Mr. Spearhawk, the thinnest direc- 
tor, stiffened in his chair. 

“Who... how,” he asked, “even in a 
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Durector 


Clutchhill Pays 


A Ransom 


by 
FRED COPELAND 


Cashier, The Randolph National Bank, Randolph, Vermont 


Drawings by Harold Flucke 


Wherein an old extortion trick suddenly 
comes to life at the expense of the Fern- 
dale National... A $30,000 note is lifted 
from its place in the note drawer and the 
sum of $1,000 is demanded for its return 


heathen town like this did this murder 
happen?” 

““We’'ll lose it all now . . . the whole 
blinking $30,000,” wailed Mr. Mce- 
Tavish, hooking shakingly to reclamp 
his eyeglasses. 

““Good gracious!’ thundered Presi- 
dent Perkins, flashing a heavy hand 
over his broad, shiny bald head, “this 
note can’t be stolen right out of this 
bank!” 

“It was stolen, I tell yuh,” hollered 
Mr. Clutchbill, scowling. 

“Stole?” breathed the two other 
directors with arched eyebrows. 

“It’s not only been stole . . . but 
it’s being held for a ransom of $1,000,” 
stated Mr. Clutchbill. 

“Well, for the love of Mike!’ 
Mr. Spearhawk dragged himself hur- 
riedly half back into his chair while 
the other directors stared at Mr. 
Clutchbill with jaws jammed hard to 
starboard. 

“We never knew the cussed thing 
was gone till our Cashier John Atwood 
opened this letter in the morning mail.” 


Mr. Clutchbill held up a soiled sheet 
of cheap tablet paper, and read: 

“Gents: if you want this $30,000 
note back, put $1,000 in old used ones 
under the little stone slab on top ol 
Rock Thunder on Wednesday before 
sundown. The note will be under the 
same slab in the morning. If you 
don’t the note goes to the bottom of 
the lake tied to a stone.” 

“No name is signed or any mark 
made,” added Mr. Clutchbill, looking 
sternly over his spectacles at the pale 
faces of the directors. 


“WHY: gosh darn it!...I never 
heard of such a thing!’’ sputtered 


President Perkins. 

“Well, I have,” remarked Mr. 
Clutchbill, laying the strange demand 
for ransom on the table. “I’m older 
than you fellers, and years ago when 
yeggs used to crack the old iron safes 
we had in banks in those days they'd 
often grab up a handful of notes and 
take ’em along and make a try for 
ransom. The feller that grabbed our 
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The boat settled down to a crawl, then drifted up to a shelf under the strange rock. Mr. Clutchbill backed off the boat, 
holding the carpet bag tightly in one hand 


Goat and Cheese note is, I believe, 
an old-timer and knows his stuff.” 

“But how’d he steal it . . . that’s 
what I want to know,” grated Mr. 
McTavish, glaring savagely around. 

““And where is Rock Thunder?” 
piped up Director Dinghy in a wonder- 
ing voice. 

“Rock Thunder,” explained Mr. 
Clutchbill, picking the easiest question 
first, “is a rock that sticks up into the 
air thirty feet above the surface of 
Lake Champlain, two miles out from 
Loon Point. It ain’t more’n seventy 
feet long and the water is awful deep 
all around it. I climbed up it once 
when I was younger and my toes ain’t 
hardly got over being lame even 
today. As for who stole the note and 
how... that’s a mystery. John and I 
have puzzled over it all the morning. 
The only thing John and the clerks 
can put their fingers on is that Saul 
Hubbard, one of our stockholders, 
came into the bank at just about noon 
last Saturday. He had an old, lean, 
sallow stranger with him and claimed 
he wanted to show his friend our bank. 
They took a look at the vault and 
banking room. The clerks were all 
busy at the wickets and no one knew 
hardly when they went out. That 
industrial loan note was on a pink 
form and would attract attention 
amongst the white ones in the note 


drawer always open in the bus. 
Maybe this friend slipped it into his 
pocket, and maybe he didn’t.” 

**Well, confound it! where is Saul?’ 
thundered President Perkins. 

“He lit out on a visit to folks in 
Canada Sunday and we learned only 
this morning his friend started with 
him.” 

“Of course the cuss has got the 
note,’ squalled Mr. Spearhawk the 
instant Mr. Clutchbill stopped speak- 
ing. “‘Rock Thunder is right in sight 
of Rutlington . . . and Saul would 
have to go through Rutlington on the 
way to Canada.” 

*“A slick trick!’ nodded Director 
McTavish, fighting with his glasses 
again. ‘“Saul’s probably innocent 
enough, but he takes all kinds of over- 
night tourists and some smart cuss 
stayed with Saul and worked the whole 
deal as easy as a fly.”’ 

“Well, what’re we going to do?” 
broke out President Perkins, letting 
his chair slam back down on its front 
legs. 

“Better get that note back if it 
costs a thousand,” nodded Mr. Mc- 
Tavish wisely. ‘‘What’ll the big bank 
that guaranteed 80 per cent think? 
What’ll everybody think if it gets 
out?” 

*‘Hm-m!” mused President Perkins, 
“has any feller here got the nerve to 


lug $1,000 out to that lonesome rock 
maybe in a heavy sea just before 
sunset, crawl up that rock and plant 
it and get back alive... and—and go 
out again and get the note? Who 
knows whether the note will even be 
there?”’ 

“We've got to chance it, in my 
opinion,’ muttered Mr. Clutchbill. 

“It needs a young man,” scowled 
President Perkins. ‘How about you, 
Mr. Spearhawk? You’re younger than 
any of us and built for climbing.” 


ME: Spearhawk jerked his surprised 

neck out of hissmallcollar. ‘“‘Me! 
Good gracious! I wouldn’t go out 
there if you made me president of 
every diamond mine in Africa.” 

*‘Anyone else want to volunteer, or 
have we got to get out the militia?” 
asked President Perkins gravely, swing- 
ing his head slowly to left and right. 

“We can’t let this get out . . . some 
of us have got to do it.””. Mr. Clutch- 
bill hit the table a blow with his fist. 
“Tl do it... if none of you warriors 
hanker for the job! Guess I can shin 
up there with a pair of Western Union 
climbers.” 

Director Spearhawk suddenly 
scratched his neck and then looked 
at ‘his thin, shaking fingers as though 
he’d uprooted a Mohawk arrowhead. 

“Tll go part way, by gosh!” he 
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exploded. “I'll take you over to the 
lake if my old car don’t bust.” 

‘*Much obliged,” nodded Mr. 
Clutchbill. “Any other gent want 
to put anything in the box?” 

During the following silence Mr. 
Clutchbill got up. ‘We'll start for 
the lake, Mr. Spearhawk, at four 
o’clock Wednesday afternoon. I want 
you to wear a derby hat and black 
coat.” 

“Counfound it! I won’t doit... 
I'll be taken for an undertaker in 
Rutlington.” 

“IT want you rigged like that for a 
decoy,” insisted Mr. Clutchbill. 

“You mean cannon fodder?” ex- 
ploded Director Spearhawk in alarm. 

“This old yegg,’’ explained Mr. 
Clutchbill, “‘will want everything to 
look genuine. He'll be used to a 
banker dressed as he’saw ’em in 1884. 
If we go out there looking like a 
couple of golfers he’ll be suspicious.” 

‘‘Hm-m, well, maybe. I’ll see what 
I’ve got in the attic.” Mr. Spearhawk 
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clasped his hands and rolled his thumbs 
over each other nervously. “The 
more I think of it the more dangerous 
it gets .. . I’ve a mind to back out.” 

“It’s dangerous business lugging 
$1,000 out to that lonesome rock, but 
if my plans work out considerable is 
likely to happen to this yegg before he 
can pull a trigger.” Mr. Clutchbill 
reached down his hat hanging from 
the picture frame of one of the whisk- 
ered organizers of the Ferndale Na- 
tional. Steeped in the mysteries of a 
scheme forming in his mind he pushed 
open the directors’ room door and 
plodded out. 

The following Wednesday evening 
at six o’clock a venerable lofty sedan 
swayed majestically down Ring Street 
in Rutlington, proceeded over a rail- 
way crossing and drifted out on a pier 
jutting into Lake Champlain. Under 
Mr. Clutchbill’s direction Mr. Spear- 
hawk swung the car up facing a long, 
low boathouse at the head of a slip. 
Mr. Spearhawk shut off the tired 


rattle of his motor and gazed with 
nervous eyes out toward the distant 
breakwater where gulls were lazily 
flapping in the last rays of the level sun. 

Director Clutchbill backed shakingly 
out of the car, dragging a small bag. 

“I know you’ve got something in 
that bag,”’ complained Mr. Spearhawk 
with a suspicious look, “‘besides that 
wad of 1,000 one-dollar bills . . . I can 
hear things rattle.” 

“Oh, I slung in a flashlight and an 
old horse pistol, if you’ve got to know,” 
muttered Mr. Clutchbill. 

“Seems uncommon heavy for just a 
pistol and flashlight.” 

When both men had got clear of 
the car it was noticed they were 
dressed alike; a derby and black Prince 
Albert coat, graced both figures. 

Mr. Clutchbill led the way with 
swaying coat tails down a small flight 
of steps to the boathouse landing. 

“Can you take us out to Rock 
Thunder before dark in a swift boat?” 
inquired Mr. Clutchbill (see page 27) 








WHAT'S Vew IN BOOKLETS? 


They’re listed below, carefully selected by the editors, as being of the most 
value to bank officers in keeping posted. They are all published by nationally- 
known institutions, and offered without charge on request on your letterhead. 











Make Your Home New American for Better Living 
is the title of an interesting, four-color folder produced by 
one of the large electric equipment manufacturing companies. 
It contains a standard floor plan with variations, and dis- 
cusses the features considered essential in the modern home 
of today. Recommended for officers dealing with mortgages 
and real estate. 


Steamer Sailings—This is a monthly publication offered 
to bank officers requiring definite information on travel. It 
covers cruises, European sailings, Havana sailings, Bermuda 
sailings, California sailings, Central and South America 
sailings, Pacific Ocean sailings, steamers and tonnages, piers, 
and foreign consulates. 


Taxable Yields and Their Equivalents—This is a new 
folder prepared by a prominent bond house to show how much 
yield must be obtained, at any given level of income, from 
bonds either wholly or partially exempt from Federal income 
taxes in order to equal the net yield, after taxes, of taxable 
securities. The tabulation also provides a direct comparison 
of wholly exempt and partially exempt income. 


Booklets Still Available 


Progress in Air Conditioning in the Last Quarter 
Century—For the bank officer who would like to know 
where the air-conditioning industry stands today and would 
like to read an authentic appraisal of its future this booklet 
is highly commended. It contains 16 pages, is suitably 
illustrated, and is prepared from a paper written by a leader 
in the industry. 


The Traffic in Stolen Stamps—A 32-page booklet 
prepared in the nature of a survey on such phases of the 
subject as the methods employed, the extent of the traffic, 
the market for stolen stamps, and mailing department pro- 
cedure. It is illustrated with a number of exhibits. 


Outstanding Filing Developments—This well-edited, 





illustrated, 28-page booklet carries the reader through the 
improvements and refinements of recent years in the filing 
operation. It presents numerous points and plans for bring- 
ing greater efficiency to the filing system. 


Investment Service Releases 


A Free Trial Offer—A financial service organization 
will send its daily financial publication to banks and security 
dealers for a free trial period. This service covers every phase 
of investment data on industrial, public utility, railroad, 
Government and municipal bonds, and on banks, investment 
trusts, finance and insurance companies. There is no obliga- 
tion. 


Where Are You Looking for Larger Bank Earn- 
ings?—An interesting account of the bond supervisory 
service for banks extended by one of the largest investment 
and statistical organizations. Sixteen pages. 


How to Invest $2,000—A well-written and unusually 
interesting booklet on investment in common stocks. It in- 
cludes a comprehensive study of individual stocks, a consid- 
eration of their desirability for certain types of portfolios, and 
a study of the investment position of the market today. The 
booklet contains 115 pages and bears the release date of 
August 1, 1936. 


United Opinion Reports on Stocks and Business—A 
specialized investment service, which presents the combined 
opinion of all recognized investment authorities on stocks and 
business, offers to send its service for one month without 
obligation to bank officers or directors. 


Should Business Men Buy Stocks?—This is the twenty- 
first edition of a booklet prepared by a well-known statistical 
organization. Through previous editions, it has been read 
by thousands. It stresses especially the holding of stocks for 
the long swings of the economic cycle. Twenty pages and cover. 


Address, The Editor, The Burroughs Clearing House 
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Court DEcISIONS ... 


Putting the bank on guard against a breach of trust... A ruling on the 
standing of a depression agreement... A bank’s common stockholder 
versus the preferred... The importance of the notice of dishonor 


Breach of Trust 


A county treasurer had a deposit 
account in his official capacity in a 
certain bank. In this account he 
deposited county funds. 

On his personal note he borrowed 
$3,000 from the bank which had his 
account as county treasurer. The 
proceeds of the personal note were 
credited to the county treasurer’s 
deposit account. Subsequently he 
made another personal loan and later 
the entire debt was paid by check 


drawn upon the treasurer’s official 
account. 
Upon his resignation as county 


treasurer, it appeared that he was 
short of county funds, and this short- 
age was made good by his bondsman. 
The bondsman in turn sued the bank 
to recover a sum equal to the amount 
of county funds which the bank had 
permitted the treasurer to use in pay- 
ment of his personal indebtedness to 
the bank. 

Deciding against 
court said: 

“When he deposited funds to his 
credit as treasurer of the county, the 
bank had notice of the nature of the 
deposit, and when it permitted him to 
pay his personal indebtedness to the 
bank by checks upon his fiduciary 
account, the bank knowingly partici- 
pated in a breach of trust. If a bank 


the 


bank, the 


by 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of 
the District of Columbia 


in which trust funds have been 
deposited accepts in payment of a 
personal indebtedness of the trustee 
to the bank a check payable out of 
the trust fund, the bank is liable for 
participation in the breach of trust if, 
but only if, it had notice that trust 
funds were being so used. 

“On its face the transaction in this 
case was so irregular as to charge the 
bank with notice of the breach of 
trust.” (Bank of Giles County vs. 
Fidelity and Deposit Company, 84 
Federal Reporter, Second Series, 321.) 


Depression Agreement 


Banks confronted will be interested 
in a recent New Jersey case where the 
lessees of a store property attempted 
to enforce a reduction of the rent as 
set forth in the written lease, through 
an oral arrangement made by them 
with the lessor. 

The lessees approached the lessor 
and said that because of depressed 
business conditions, they were unable 


to pay the full rent specified in the 
lease. After some discussion the 
lessor said that he would allow them 
to remain on the premises if they 
would pay each month a minimum 
amount less than the rental specified 
in the lease, “‘until business improved.” 

At the end of the term of the lease, 
the lessees vacated the place, and the 
lessor brought suit to recover the 
difference between the true rental as 
set forth in the lease, and the smaller 
amount which the tenants had actually 
paid. The tenants insisted that the 
arrangement made with the landlord 
constituted a modification of the lease 
to the extent of reducing the rent. 

The court decided in favor of the 
landlord, holding that there was no 
legal consideration to support the 
alleged new agreement for a decrease 
in the rent. Such a new rent agree- 
ment, the court thought, could not 
be valid unless supported by a legal 
consideration as in the case of any 
other contract. 

This case presents a familiar situ- 
ation where, because of business condi- 
tions, a bank or other creditor accepts 
from the debtor, for the time being, 
payments smaller than the contract 
between them requires. The debtor 
later attempts to construe this leniency 
as a reduction of his obligation under 
the contract. The case above de- 
seribed is expressive of the legal 
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UNION TRUST BUILDING 
GUTS HEATING EXPENSE 


Webster Heating Modernization 
Program Pays For Itself In 
Less Than Three Years 


Pittsburgh, Pa.— When the manage- | 


ment of the Union Trust Building entered 
into a contract for a Webster Heating 
Modernization Program in August, 1932, 
Webster engineers conservatively esti- 
mated that the modernized system would 
save $3,160 a year. The installation con- 
tained a total of 54,000 square feet of 
direct radiation. 


In less than three years, the savings 
have been sufficient to more than repay 
the entire investment of $9,000 as well as 
interest at six per cent. per annum on 
the investment. The following are the 
actual measured yearly savings: 


a e AC $4,265.54 
BOGS. cccccccccvcese 4,323.83 
*IGSS. .wcccccvccccce 3,752.79 


*Up to Dec. 1, 1935, this date marking the 
termination of period for recovery of initial in- 
vestment, with interest. 

This sharp reduction in heating ex- 
pense followed conversion of a modern 
vacuum heating installation into a Web- 
ster Moderator System. Orifices were in- 
stalled in branch mains and in all radi- 
ators to balance steam distribution. 


Automatic “Control-by-the-Weather” 
was applied through an Outdoor Thermo- 
stat actuating a central throttling con- 
trol valve. A manual Variator rmits 
the operator to increase steam delivery 
for heating up, reduce steam supply in 
evening hours and make any adjustments 
for unusual weather conditions. 


Installation of this equipment was 
made by McGinness, Smith & McGin- 
ness, Pittsburgh Modernization Heating 
Contractors. Webster engineers cooper- 
ated with the management of the Union 
Trust Building in working out proper 
operating schedules to assure maximum 
savings consistent with heating comfort. 

By holding temperatures to the desired 
level of approximately 72 degrees indoors, 
the Webster Moderator System has 
checked window opening and increased 
tenant comfort. ince November, 1935, 
when the investment was completely 
liquidated, the Union Trust Building has 
continued to enjoy superior heating 
service at a permanently lowered cost. 


If you are interested in heating new buildings, 
or in improved heating service and lower 
heating cost in your present building, address 
WARREN WEBSTER & CO., Camden, N. J. 


Pioneers of the Vacuum System of Steam Heating 
Branches in 60 principal U. S. Cities — Estab. 1888 
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principle that such a modification of 


contract is not enforceable unless 
supported by a consideration. 
The court pointed out, however, 


that any consideration, however insig- 
nificant, would be sufficient to support 
the changed contract. Undertaking 
to pay part of the debt before maturity 
or at a place other than that where 
the debtor was legally bound to pay, 
would be sufficient consideration to 
support the change favorable to the 
debtor. (Levine vs. Blumenthal, 186 
Atlantic Reporter, 457.) 


Common vs. Preferred 


How far may the holder of bank 
stock enforce an inspection of the 
bank’s books and records? 

In a recent North Carolina case the 
owner of all the common stock of a 
bank undertook to sell his stock, and 
one of the conditions was that the 
prospective purchaser should have an 
opportunity to inspect the books and 
records of the bank. It so happened 
that the preferred stock of the bank 
was owned by the Reconstruction 
Finance Corporation. 

“There is a serious question,” de- 
clared the court, “‘as to whether the 
owner of all the common stock of a 
bank has any right to contract to give 
the prospective purchaser of the stock 
a right to inspect the books of the bank 
when the interests of holders of certain 
classes of preferred stock are not con- 
sulted and when the officials of the 
bank have not concurred in the permit 
to examine the books. We are of the 
opinion that the corporate entity of 
the bank cannot be ignored to this 
extent, especially in view of the hold- 
ing of preferred stock by the Recon- 
struction Finance Corporation, which 
was in no way a party to the contract.” 
(Simmons Company vs. Crew, 84 
Federal Reporter. Second Series, 82.) 


Notice of Dishonor 


Ordinarily, of course, an endorser on 
a note cannot be held liable unless he 
is given notice of dishonor required by 
law. However, notice of dishonor may 


be waived by an endorser who by 
word or deed does something calcu- 
lated to mislead the holder of the note 
and to induce him to forego the usual 
steps of notifying the endorser. 

These questions were raised in a 
recent Pennsylvania case where a 
bank lost its suit for the amount of a 
note on the question. 

The maker of a note in favor of the 
bank brought in a renewal note four 
days before the expiration of the 
original note. The renewal note was 
endorsed by the same endorser who 
had endorsed the original note. The 
bank kept the renewal note, but 
refused to accept it because the maker 
failed to pay the accrued interest on 
the original note. The original note 
being unpaid when presented, the 
bank sued the endorser, although he 
had not been given due notice of the 
dishonor of the note. 

When the endorser defended on the 
ground that he had no notice of dis- 
honor, the bank contended that the 
endorsement of the renewal note was 
of itself a waiver of notice of dishonor 
of the original note. This was ap- 
parently on the theory that in endors- 
ing a renewal note, the endorser by 
that fact knew that the original note 
would not be paid. 

Ruling against the bank, the court 
said: “The act of endorsing the re- 
newal can only be regarded as evidence 
that the endorser was satisfied to 
continue his liability as an endorser; 
but it cannot be regarded as a waiver 
of his right to notice of dishonor of 
the original note. It was the bank’s 
duty, particularly when the renewal 
note was refused but retained by the 
bank for four days before the due 
date of the original note, to have 
either accepted the renewal note and 
thus continued the liability of the 
endorser or, by notice of dishonor, 
fixed the liability upon the endorser. 
No notice of dishonor having been 
received by the endorser within the 
time fixed by law, he had the right to 
assume the original note was either 
paid or the renewal note accepted.” 
(Allentown National Bank vs. Nallin, 
186 Atlantic Reporter, 207.) 


Research Is Key to Future of Banks 


(From page 7) importance of putting into 
operation in our banks the facts gained 
by research. 

“We ought to know, for example, 
why industrial and commercial busi- 
nesses seem to require a relatively 
smaller volume of bank credit now 
than was needed in the past. We ought 
to plumb the possibilities of a resump- 
tion of commercial paper such as was 
in evidence when the Federal Reserve 
System was founded twenty years ago. 
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Why is it that commercial paper now 
plays such a small part in our port- 
folios? Is it because industry does 
not wish to borrow from banks, or is 
it due to the fact that there have been 
basic changes in industrial and com- 
mercial practices which no_ longer 
make this type of credit instrument 
necessary? Have transportation and 
improved methods of production and 
distribution been responsible? 

“We ought to get at these facts, 
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not only for the use of bankers in their 
daily activities in their banks, but for 
the public and the public’s representa- 
tives, the lawmakers. If we do not 
know, how can we expect various 
legislative committees to know?” 

We discussed at length the field of 
lawmaking and the field of banking. 

“The American people,” said Mr. 
Smith, “have always been great law- 
makers, at least from a quantitative 
point of view. We have more law 
about everything in America than in 
any other country in the world. If 
you follow the proceedings of any 


state legislature, you are impressed | 


with the fact that there is hardly any 


subject of interest in American life | 


which is not an object of legislation. 
This is particularly true in the field of 
banking. It has been said that there 
are nearly 20,000 pages of state and 


Federal statutes regarding the conduct | 


of our banks. 


This great body of law | 


simply represents the American atti- | 


tude of mind. 


“Therefore, it seems to me that the | 
most important thing the bankers can | 
do —and other industries too, for that | 
matter —is to see, first, that we know | 


the facts and that each one of us in 
our little circle of influence, gets those 
facts out to the people.” 

“It is a big field,” I suggested. 
*‘Where do you plan to start?” 


“I, of course, shall be guided by my | 


associates, but I shall suggest to them 


the desirability of finding answers to | 
the questions in the postal savings | 


field, as a starter. 
know —and I think the people would 
like to know, and, in turn, their 
representatives in Congress—Is there 
a need for the Postal Savings today 
along the lines of its original purpose 
when it was established twenty-seven 
years ago? 

‘*‘Again, should the Postal Savings 
be continued in those areas where 
banking facilities are now adequate 
to meet the demands of the public? 
We ought to know whether the banks 
are ready and willing now to take 
over deposits and continue to do so 
in the future for those desiring to 
establish small savings accounts in 
banking institutions, assuming that 
the Postal Savings System would be 
curtailed or abandoned. It is obvious 
that if the banks are not willing to 
take such deposits, it would be foolish 
for us to urge Congress to curtail the 
services of the system. A scientific 
study ought to give us the answer. 

“You see, in this one field alone, 
the more we study, the more it becomes 
apparent that we do not have all the 
facts from all the banks where the 
Postal Savings System is in operation. 
We are estopped from rendering a 
satisfactory report to the Congress, to 
the banks and to the public. And I 
believe that an association, purporting 


I should like to | 
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TRADITIONALLY 
A BANKERS’ BANK 


THe Cuase Nationa Bank is traditionally 


From inception, one of its guiding policies has 
been the development of correspondent bank- 
ing relations. For years it has served thousands 
of the country’s leading banks. 


The Chase is outstanding because of 


—the efficient way in which it handles the 
routine daily transactions of its corre- 


—the friendly cooperative spirit of its official 
staff and its knowledge of credit, business and 


financial conditions in every section of the 


—its value in many matters where its size, 


prestige and connections are important to 


THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 

















to represent the banking interests, 
has an obligation to perform. 

“The Federal Government is en- 
gaged in a variety of banking efforts. 
We should approach the study of these 
operations with an open mind. It 
would be fatal to start in with a nar- 
row, partisan conception. We should 
find out the ways and means by which 
these agencies operate, whether the 
emergency organizations have now 
fulfilled their function and should be 
liquidated, and this information should 
be available to all.” 

While Mr. Smith did not say so, I 
could see that his idea of a trustee 
covered a great deal more territory 


than that of trustee of people’s money 
placed on deposit with him, and 
property put in his care in his trust 
department. He feels deeply that the 
banker is more than a banker, that 
he is, first of all, a citizen of the nation, 
and that, as a citizen, he should handle 
the political, economic and _ social 
problems before the nation in the 
spirit of trusteeship. And I predict 
that the American Bankers Associ- 
ation, under his administration, will 
give ‘the careful attention to these 
public questions that the individual 
banker, with few exceptions, has al- 
ways given to the particular trust 
involved in a banking transaction. 
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IS THE PAPER PREFERRED BY 





BANKERS 


All bank stationery, regardless of its 
character, should be of sufficiently 
good quality to compliment the bank. 
Fine, dignified looking checks create 
a favorable impression and help sell 
the services of the bank. 


Hammermill Safety not only con- 
forms to all of the rigid and exacting 
requirements of check paper, but is 
known and respected by depositors 
because of their satisfactory experi- 
ences with other Hammermill Papers 
in their many business requirements. 


Bank Executives interested in using 
quality check paper will appreciate 
Hammermill Safety because of its 
uniformity in safety, strength, color, 
writing surface and moderate in cost. 








HAMMERMILL PAPER COMPANY 
Erie, Pa. 


This coupon will bring you by mail the 48-page 
book of Check Styles, on Hammermill Safety 
Paper. 


Name 


Position 


(Attach this coupon to your bank letterhead, 
please.) 
NAR ERROR TRE AIL IEEE: 
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The Auditor's Part in Better Banking 


(From page 14) low-salaried bookkeeper 
who literally has custody of millions. 
In one bank some years ago investi- 
gation showed five out of seven 
bookkeepers short, all for small 
amounts. They had drawn what they 
euphemistically termed “salary ad- 
vances” by the simple method of cash- 
ing at the corner poolroom checks to 
which they signed names which would 
be sorted to the books of the ‘“‘bor- 
rower.” The instance is cited to 
indicate how simple it is, lacking proper 
control and check-up, for an employee 
who handles no funds to obtain money 
by short-circuiting the routine. 

Checking accounts can be made al- 
most self-auditing, through making 
sure that monthly statements represent 
the entries on the bank’s books and 
that the statement and canceled checks 
actually get into the hands of the 
depositor. We ask all customers to 
sign a form acknowledging correctness 
of their figures. Some 60 per cent 
of our statements are mailed to de- 
positors, by agreement; those who 
call for statements are notified if we 
still have them on the tenth, and if 
nothing happens we now send all re- 
maining statements forward by regis- 
tered mail. 

So-called ‘“‘modern practice” in 
handling checking accounts seems to 
us to leave some dangerous loopholes. 
We vary from this practice to get addi- 
tional safeguards by the following 
methods: 

1. Signatures on checks are paid by 
supervisors before being sorted or 
handled by bookkeepers. 

2. Bookkeepers have nothing to do 
with check filing or handling any part 
of the statement work. 

3. Supervisors handle all inquiries 
in connection with accounts. 

4. Dual posting is used, and (tally 
rolls) from both ledgers and statements 
are checked with control figures. 

“Due to Banks and Bankers’’ are 
handled by reconcilement if it is seen 
to that reconcilements come in and are 
efficiently handled when received. Cer- 
tificates of deposit, cashiers checks, and 
the like, should be handled by the stub 
method; paid items should be stamped 
off or checked by someone other than 
the issuing teller. Where the stub 
method is not used, the register work 
should be handled by someone other 
than the person receiving payment. 

Savings deposits are difficult to con- 
trol in a large bank, and in a small bank 
the only good available method is 
In large banks it is 
good practice to observe these pre- 
cautions: 

Have any teller at one of several 
windows wait on customers assigned to 


| a certain division. 


In writing to advertisers please mention The Burroughs Clearing House 


feres with operations. 


Have all signatures on withdrawals 
paid by a supervisor. 

Change tellers. 

The only way to audit or control 
collection items and the like, which are 
not represented in the bank’s controls, 
is by removing tellers. Numbered 
receipts, often advocated, are no pro- 
tection because customers will accept 
any kind of receipt and will often walk 
away without any. 


T has often been said that the man who 
steals or borrows assets of a bank 
is a fool, for he could get more through 
operating on income or expense with 
little fear of detection. Income should 
be watched carefully because it is so 
vulnerable. When loans are checked 
daily, interest and discount should also 
be checked into the control records. 
Interest on demand loans and interest 
payable monthly should be billed and 
checked and given to another teller to 
collect; credit should be taken therefor 
and thrown into Accounts Receivable 
to be eliminated when all payments 
have been made. This is a form of 
working against a predetermined total, 
one of the best of the internal control 
methods. It can also be used in the 
case of building rents, exchange, and 
like accumulative accounts. 

If the bank is on an accrual basis, 
bond coupons are credited against the 
predetermined total. When accrual is 
not used, some other plan is needed. 
In one small bank this plan works well: 
The cashier has custody of bonds, the 
general bookkeeper keeps the records. 
At the end of the month the bookkeeper 
lists coupons to be cut, the cashier clips 
them and gives them to a teller to 
handle, while the bookkeeper sees to it 
that the proper amount of credit is 
received from the teller. 

Expenses require just as careful 
watching as income. In a large bank 
this is comparatively easy because of 
the arrangement of duties and ap- 
provals. Regardless of a bank’s size, 
the same principles should be used. 
One method is to have expense tickets, 
bills, and so forth, figured or incurred 
by one man, approved by an officer, 
and put through by a teller whose job 
it is to see that everything is properly 
approved. Interest Paid is a vulner- 
able account; monthly accruals provide 
a good control, and an average rate is a 
good check. 

The auditor who is auditing himself 
in relation to his job must see whether 
his auditing and control program inter- 
Obviously, it 
should not. Likewise, the program 
must have the respect of the manage- 
ment and the employees; this means 
that every move must count, must not 
be merely a series of motions. Too 
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many people in auditing do fittle be- 
sides verify entries and check for 
differences. This has a bad effect on 
morale, and tends to breed _ ineffi- 
ciency; why should a clerk worry about 
accuracy when someone is coming 
along behind him to make sure that 
everything is correct? Far preferable 
is setting up safeguards by tHe proper 
arrangement of system and dyties. It 
is the auditor’s job to see that these 
are right, and that they are adhered to. 

One other rule for auditors, often 
repeated but never over-emphasized, is 
that he makes sure all employees who 
handle cash or securities take annual 
vacations, and that he sees all tellers 
and bookkeepers are rotated or 
changed. Many defalcations have gone 
undetected long after they would have 
been turned up by following these two 
rules. A defaulter is afraid to be away 
from the bank or from his regular 
position. One of the worst kinds of 
shortages, the floating shortage —hold- 
ing out and delaying deposits —can be 
uncovered by no other method. 

Such a plan gives the people in the 
organization an opportunity to de- 
velop, to learn other parts of the bank- 
ing business, and does much to build 
morale. Development of men will in 
the long run make for more economi- 
cal operation by making it unneces- 
sary to import men for the top posi- 
tions. And in the top positions is 
where the big expense of banking 
necessarily rests. 


Co-operative Farm 
Credit 


(From page 17) commodity loans to 
farmers’ marketing co-operatives as 
this business is being developed by the 
Banks for Co-operatives. 

The capital of the Intermediate 
Credit banks is $70,000,000, all fur- 
nished by the government with no plan 
for retirement. Funds are obtained 
as needed by sale of debentures in the 
open market usually for three- to 
twelve-month maturities. The amount 
outstanding fluctuates. It was $154,- 
000,000 in March and $174,500,000 in 
July of this year. 


Production Credit Corporations 


The twelve Production Credit cor- 
porations are little more than super- 
visory bodies and clearing houses for 
some 550 production credit associ- 
ations, each organized by farmers on a 
co-operative basis. These credit as- 
sociations supply their members with 
short-term credit for carrying a grow- 
ing crop, refinancing debts, repairing 
buildings, and similar purposes. 

Each Production Credit Association 
has two classes of stock. Class A 
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industrial concerns purchase 959% of all 


manufacturing materials consumed in 


the VU. S. 


659 of these 6100 are located between 
Buffalo and Chicago, north of the Ohio River. 


In the center of this great industrial area 
is Cleveland, with its oldest bank, the 
National City, especially: equipped to serve 


correspondents who have numerous items 


on the Fourth District. 


THE 


NATIONAL CITY BANK 


OF CLEVELAND 


Resources: over $1 00,000,000 


Member Federal Deposit Insurance Corporation 
CLEVELAND’S OLDEST BANK~—FOUNDED 1845 











stock, which is non-voting and is pre- 
ferred in case of liquidation but not for 
dividends, is purchased by the regional 
Production Credit Corporation in an 
amount equal to 20 per cent of the 
estimated business of the credit associ- 
ation. Class B stock is sold to bor- 
rowers on the basis of $5 for each $100 
borrowed. Each member of a credit 
association has but one vote, regardless 
of the amount of stock he holds, and 
this rule of one-man-one-vote prevails 
in all the co-operatives under Farm 
Credit Administration supervision. 
Loans by Production Credit associ- 
ations to members are secured by per- 


sonal property and chattels, are made 
for not more than twelve months but 
may be renewed for a maximum, of 
three years, and bear interest 3 per 
cent over the Federal Intermediate 
Credit Bank discount rate, which at 
present results in an interest charge 
of 4% to 5 per cent. 

The capital of the credit associations 
is invested in bonds approved by the 
Federal Intermediate Credit banks. 
Notes may be discounted with the 
credit bank up to five times the associ- 
ation’s unimpaired capital. The associ- 
ations now have $85,000,000 of capital, 
of which $10,000,000 is owned by 
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... when the crops are 


There’s always some time during the year— 
when the crops are in, or the youngsters are off 
to school, or you're otherwise not so busy as 
usual—when you'll be coming Chicago-ward. 
And when you do, pay us a visit. It’s open 
house the year around in our office. We'd like 


to see, more often, the faces of our friends. 


LAURANCE ARMOUR 
President 


AMERICAN NATIONAL BANK 
AND TRUST COM PANY 
of CHacage 


LA SALLE STREET AT 


WASHINGTON 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 






























































NATIONAL BANK OF DETROIT 


DETROIT, MICHIGAN 


ESTABLISHED MARCH 24, 1933 ;; RESOURCES EXCEED $375,000,000 


Member Federal Deposit Insurance Corporation 
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borrowers and $75,000,000 by the Pro- 
duction Credit corporations. At the 
present time the associations have 
208,402 loans outstanding totaling 
$140,981,989. 


Banks for Co-operatives 


Above the twelve Banks for Co- 
operatives, directly under the Farm 
Credit Administration, is the Central 
Bank for Co-operatives in Washington, 
which may issue debentures secured by 
bonds, discount loans for the twelve 
regional banks, and make loans too 


| large for the individual banks. 


From its revolving fund the Farm 
Credit Administration has supplied 
$65,000,000 capital for the central 
bank and an average of about $5,000,- 
000 each for the twelve regional banks. 
Each bank for co-operatives lends only 
to regularly organized farm co-opera- 
tives, of which there are some 10,000 
engaged in marketing and processing 
farm products and purchasing farm 
supplies. There are different classes 
of co-operative loans, physical facility 
loans at 4 per cent, and commodity 
loans at 2 per cent. Loans usually run 


| from five to ten years, except com- 


modity loans, which are short-term. 


_ Every borrowing co-operative must 


buy stock in the bank in proportion to 
the amount of its loan. 
The Banks for Co-operatives do no 


| business with individual farmers but 


only with their regularly established 
marketing or purchasing co-operative 
associations. At the present time 
1,318 co-operatives owe the Banks for 
Co-operatives $43,017,703. 


Other Activities 

These four sets of credit institutions 
form the major part of the Farm Credit 
Administration’s permanent activity. 
but in addition it maintains a large 
service organization to promote the 
co-operative movement among farm- 
ers, having taken over much of the 
co-operative work of the Department 
of Agriculture. This section gathers 


| statistics, distributes literature, aids 
| co-operatives to organize, and gives 


advice on many phases of co-operative 


marketing and buying by farmers. 


The Federal Farm Mortgage Cor- 
poration was created in 1934, particu- 
larly to aid the land banks and the 
commissioner in farm mortgage re- 
financing. It has a capital of $200,- 
000,000 subscribed by the Treasury, 
and is authorized to issue $2,000,000,000 
of tax free bonds, unconditionally 
guaranteed by the Federal Government. 
Bonds outstanding total $1,422,192,100 
and bear interest rates of from 14% to 
3% per cent. 

After the peak of the farm mortgage 
refinancing program, land bank and 
commissioner loans together repre- 
sented about 40 per cent of the nation’s 
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Here it 


farm mortgage indebtedness. 
the Farm Credit 
did 27 per cent of 
mortgage business. 
Because of the crisis in farm credit 
brought on by the depression, Con- 
gress used the Farm Credit Adminis- 
tration as a vehicle for several types of 
emergency lending to farmers. Some 
of this activity is already being liqui- 
dated, some will terminate at definite 
dates in the near future, and some may 
become permanent. This consisted 
chiefly of Land Bank Commissioner 
loans, organization of the Federal 


In 1935 
Administration 
the new farm 


Agricultural Credit corporations, and 
emergency crop, feed and seed loans. 


Another form of emergency credit individual who never before has been 


| in a position to have a checking account. 


aid to farmers was a postponement, by 
act of Congress, of payments of princi- 
pal on land bank loans until July, 
1938, although many farmers are mak- 
ing regular payments. 


| 
| 


To offset this | 


the Farm Credit Administration paid | 


$115,000,000 into the surplus fund of 
the land banks, all of which is supposed 
to be repaid eventually. The tempo- 
rary reduction in interest on land 
bank loans meant that the govern- 
ment had to compensate the land 
banks for this loss, an item which 
cost $30,000,000 in 1936. 


It has been pointed out by many | 


that these activities have been costly | 


and that much of the money so spent 
will never be recovered. Others, how- 
ever, consider these various loans, gifts, 
advances and investments as part of 
the government’s contribution toward 
ending the depression. 


Director Clutchbill 
Pays a Ransom 


(From page 20) as the owner of the boat- | 
house got out of an arm chair in a 


large doorway fronting the water. 
‘““Easy enough . . . only two miles,” 

nodded the boathouse keeper; and 

then, peering into the twilight back 


of the door, “Clarence! couple of gents | 


here want to go to the Rock and back 
before dark .. . better take the twenty- 
footer.” 

“You get into the front seat, Mr. 
Spearhawk, with the skipper,” ordered 
Mr. Clutchbill after the boat was 
fetched. 

As the first throaty gurgle came 
from the propeller Mr. Clutchbill spoke 
again. ‘“‘Don’t pay any attention to 
me, fellers . . . I’m going to lie down 
out of sight here in the back seat. I 
want it to appear there are only two 
men in this boat.” 

The pilot screwed his head around 
and looked at Mr. Clutchbill with 
widening eyes. “Is ... are you his 
keeper?” he uttered in a low voice to 
Mr. Spearhawk. 


_ Bank’s revenue and advance public re- | 


Farm Mortgage Corporation, Regional | tations. 
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Are You Holding 
UTILITY STOCKS ? 


What Are Your 


OIL STOCKS WORTH? 


What About the 


FALL OUTLOOK ? 


What Groups Has the 


DROUGHT 


Affected the Most ? 





The Plan Your Community Wants. 


e A Plan designed to increase your 


e Offers advantages that bring bank- | 
ing into the home and appeal to the 


What Influence Will the 


ELECTION 


Have on the Market? 


A Pay-As-You-Go 
CHECKING PLAN 


e Flexible and simple to operate. Can | 
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fit readily into your present set-up. For | , a 
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“EASY SNAP” Collapsible Storage File 


120 Sto Si Box now made in 
two styles 


STYLE (C) OPEN LID 
(Corrugated Board) 










PATENTED 


STYLE (SD) SLIDING DRAWER 
Metal Front—corrugated board 
box. With automatic stackers 
for front and back, insuring no 
tipping or slipping. Genuine 
folding box—not a tube. 

STRAYER COIN BAG CO. 


120 Stock Sizes 
Tan 


Bank Supplies) New Brighton, Pa. 














“Don’t be scared of him .. . he’s 
just playful,’ whispered back Mr. 
Spearhawk with a wink. 

The boat gurgled free of the landing, 
swung slowly around, suddenly lifted 
her bow, hummed out of the slip and 
headed south toward the pale light 
at the end of the breakwater. 

Far to the south lit in the last, level, 
ghostly rays of the sun a strange 
triangular rock lifted its outline like a At the rapid pace the boat was 
giant shark’s fin. It was Rock making it was not long before Mr. 
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Thunder. On the eastern main Loon 
Point thrust a dark finger at it as 
though warning any passing mariner 
strange events were about to happen 
on the lake that night. Miles to the 
southwest the misty lilac of twilight 
stole down from the Adirondacks and 
fetched out a pinhead of yellow where 
the Government light showed on 
Luniper Island. 
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Clutchbill was informed they had Rock 
Thunder abeam. 

“Slip in on the west side so I can 
hop off for a minute,” welled up from 
Mr. Clutchbill’s nest among the cush- 
ions of the rear seat. 

The boat settled down to a crawl, 
then drifted up to a shelf under the 
strange rock. Mr. Clutchbill, after 
twisting this way and that, backed 
his legs off the boat and stood up 
among fragments of rock, holding 
tightly in one hand a carpet bag. 

“Wait a bit and I’ll be right back,”’ 
ordered the old director. 

For fifteen minutes Mr. Clutchbill 
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was seen here and there as he hurriedly 
investigated the crevices and shelves 
of the rock and the strand at its foot. 
Once he was seen to stand for some 
moments outlined sharply against the 
sky on its very tip. Any one with the 
naked eye could have distinctly seen 
him from the nearest mainland when 
he bent down and deposited a bundle 
under a slab he must have found there. 

When Mr. Clutchbill reappeared at 
the bow of the boat he ordered its 
return to Rutlington without him. 

“Are you crazy, Aaron Clutchbill?” 
squalled Mr. Spearhawk, hopping to 
his full height beside the driver. 








Insurance’”’ contracts. 


cannot be overestimated. 


FORGERY 


Seven hundred billion dollars is the statistical amount of annual 
American business transactions—95% of which is paid by check. One 
of your outstanding checks— NOW—may be in the hands of a forger. 
He plays no favorites—his invisible hand strikes unexpectedly. 


One kind of FORGERY loss originates on the inside of an 
organization and is caused by employees. Protection against this 
hazard is provided by our several kinds of so-called ‘‘Dishonesty 


Another kind of FORGERY—the unseen hazard—originating 
outside your organization, can be fully safeguarded against under our 
various special forms of Forgery Bonds. 


In both events, here is bank account protection of a value which 


AMERICAN NEW YORK 

SURETY CASUALTY 

COMPANY COMPANY 
1884 —— ORGANIZED —— 1890 


| HOME OFFICES: 100 Broadway, New York 
Branch Offices in Principal Cities 


Both Companies Write Fidelity and Surety Bonds and Casualty Insurance 





















































CORRESPONDENT SERVICE 
IN CANADA AND FOREIGN COUNTRIES 


for “Banks in the United States 


THE ROYAL BANK OF CANADA is particularly equipped to 
serve the needs of American banks in the conduct of their 
foreign business, through its wide branch system in Canada, 
Latin America and overseas. 


The national and international banking facilities of this institu- 
tion include—Trade Acceptances, Collections, Letters of 
Credit, Foreign Exchange, Remittances, Credit Information, etc. 


Over 600 branches in Canada, 72 offices in Cuba, Puerto Rico, British and French 
West Indies, Central and South America; branches in London, Paris, Barcelona. 


We invite your inquiry 


true ROYAL BANK 














OF CANADA 














Head Office, Montreal, Canada - New York Agency, 68 William St. 
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“IT know what I’m doing. You 
cusses go on back and don’t come 
prowling around till you see me wink 
this flashlight. She’s powerful. You 
ought to see it from the pierhead on a 
clear night like this.” 

“Well,” yelped back Mr. Spear- 
hawk, “if you get killed or dround I 
want this feller here to witness I’m 
urging yuh to come back while you 
can. Do you hear me, feller?’ 

The skipper nodded. ‘The old 
feller is crazy or I’m a one-legged gull.” 

“You’ve done your stuff, Aaron. 
Why can’t yuh come back? I’m urg- 
ing yuh for the last time.” 

“You go on back before you bust 
up my game,” scolded Mr. Clutchbill, 
moving off along the west side of the 
rock. 

‘“Might as well go back and wait 
for him to signal, if he ever does.” 

The boat spit a throaty cough out 
of her exhaust pipe, backed away, 
turned and hummed swiftly toward 
Rutlington. 

Director Clutchbill watched it. So 
far so good; only two men had been 
in sight coming over and only two men 
were in sight going back. Seemingly 
no one had stayed on the rock. The 
old director sat down on a stone on 
the west side out of sight of the nearest 
mainland to the east. It was growing 
dark fast. When he considered his 
movements would not be seen he con- 
cealed himself among a jumble of 
rock slabs at the south end near a 
spot he judged a row boat would find 
a most suitable landing, for there the 
strange rock sloped gently into the 
water and made a shallow bottom. 

It was a long, long wait but finally 
in the deep silence Mr. Clutchbill 
heard the distant dip of oars. They 
crept nearer and nearer. The old 
director held as motionless as a 
crouched catamount. His ears told 
him when the boat’s nose scraped up 
on the rocky margin on the east just 
where he had anticipated it would. 
There was a bit of oar bumping, then 
the occasional crunching of heels on 
the shore. 

Mr. Clutchbill held his breath as 
the yegg passed by his hiding place 
behind a big upturned slab. At length 
there was a stern clattering as the 
ascent was being made to the crest of 
Rock Thunder. It was during this 
clatter Mr. Clutchbill moved swiftly 
with his carpet bag. He had hardly 
regained his hideout when the return- 
ing man passed him again in the 
darkness. Mr. Clutchbill now listened 
so intently his mouth hung open. 

Suddenly in the darkness came a 
metallic, vicious ““whamp-p.” 

““Aow-w...rrrh! !’ shot up a human 
cry, on a startled intake of air. 

A stamping and rattling of iron 
followed. 

+ Mr. Clutchbill rose up over his 
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rocky fort. A ray from his flashlight 
bit into a startling sight. A human form 
was twisting with two hands and one leg 
to free a second leg from a steel trap. 

“Well,” hollered Mr. Clutchbill, 
“*you see we got your letter.”’ 

“Le... let me out of this beastly 
thing!’ yelled the man. 

Director Clutchbill crept forward 
with flashlight and horse pistol. 

Of a sudden he scrambled a little 
to one side and snatched up a familiar 
bundle. It was the stack of 1,000 ones 
slung aside in frenzy when the trap 
bit. The old director worked two 
horny fingers through the heavy twine 
that bound them. 

‘“That note up there?” snapped out 
Mr. Clutchbill. 

““Let me out of this beastly trap!’ 

‘*That’ll come second!’’ 

“It’s under the rock.” 

“ll just move this boat out of 
your way,” stated Mr. Clutchbill, 
sliding the boat into the water and 
leading it along the rocky edge. 

After a patient and careful climb 
Mr. Clutchbill stood over the slab on 
the top of Rock Thunder. He tipped 
back the slab. A pink oblong of paper 
looked wistfully up at him in the beam 
of his light. His goatee snapped up in 
satisfaction. He began waving the 
flashlight wildly in the direction of 
the distant piers of Rutlington. 

It appeared to Mr. Clutchbill an 
endless amount of time went by before 
he saw the ruby and emerald lights of a 
boat headed straight for the Rock. 

Sometime after that four men, a 
pink note, a bundle of 1,000 old ones, 
a horse pistol, a flashlight and a trap 
went splashing back to the shelter of 
the Rutlington breakwater. 

It was three o’clock in the morning 
when Director Clutchbill let down his 
long, shaking legs from Director Spear- 
hawk’s trembling car in Ferndale vil- 
lage. With an effort he boosted up 
his shoulders and gazed with one eye 
like a hen at his drooping companion 
back of the ancient wheel. 

“Don’t forget to be at the bank at 
nine. Good bankers never sleep, yuh 
know.” 

““Garrh! might’s well go down there 
now and wait.” Mr. Spearhawk 
paddled with his foot and got an 
angry howl out of the old engine. 

The next morning a full board was 
invited to run over to Rutlington and 
inspect what Mr. Clutchbill had 
trapped during the night. Mr. Mc- 
Tavish whose eyes wandered back 
often to a pink note and bundle of old 
ones on the directors’ table at last 
rose and offered a motion to hand 
Mr. Spearhawk $3 for gas used on the 
campaign. 

““You are too late, Mr. McTavish,” 
broke out Mr. Spearhawk, tipping 
back his chair, ““Mr. Clutchbill and I 
have taken $15 out of the wad of 


1,000 ones . . . $10 for boat rent, $3 
for gas for myself and $2 for a new 
shirt for Mr. Clutchbill who absently 
tore his during the battle on the Rock.” 

“Heh, well,” hesitated Mr. Mc- 
Tavish, “I'll make it $15.” 








vabuck at 
the Mayfair 


with 


50% of all rooms rent for 
$3.50 or less, single; $5.00 oF 


less, double. 3 air-conditioned 
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restaurants. Garage Service. Lo- 
cated center Downtown thectre, 
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CASHIERS! 
AUDITORS! 
ATTENTION! 


Bind your valuable bank records 
securely on your own premises such 
as Teller Sheets; Bank Drafts; 
Customers Statements; Registers; 
Scratcher and Clearing House 
Sheets; Individual, Savings, Gen- 
eral, and Liability Ledgers; Col- 
lateral Registers and all other bank 
records; permanently bound in a 
few minutes time. 


Save over 50% binder cost by 
adopting the Joyce Loose Leaf 
Flexible Spring Post Seif Binder 
which can also be used as a daily or 
current binder. It is made to fit any 
size sheet, form, or punchings. 

: : + Send us sample 
Special Trial Offer: wrec. "Snowing 
size of holes and 
punchings and we'll make up a sample 
binder for trial use in your Bank. Or write 
today for illustrated folder ‘‘Cutting 
Binder Costs 50%.’’ 


Lm, 


‘And It Always Opens Flat’’ 








The Edward J. Joyce Filing Co. 


W. WASHINGTON STREET CHICAGO 


























Telephone bells ring. Operators, installers, linemen, 
construction men tumble out and hurry to their 
stations. There’s an emergency to be met—a fire, 
flood, tornado, dust storm, blizzard or explosion. No 
matter what it is, the telephone folks will be there, 
handling the increase of traffic, putting back the lines, 
keeping your service going. You can depend on the 
Bell System to give you the best service possible 
under all conditions, emergency or normal. 





BELL TELEPHONE SYSTEM 


An 

















In writing to advertisers please mention The Burroughs Clearing House 








THE BURROUGHS CLEARING HOUSE—0October, 1936 





Burroughs 











These important new features speed up the 
work and make operation so much easier 





AUTOMATIC 


All balances, except 
overdrafts, print auto- 
matically. No motor bar 
or total key depression. 





PRINTING OF BALANCES 





2 AUTOMATIC 


The first depression of 
the motor bar closes 
the carriage and 
prints the old balance. 





CLOSING OF CARRIAGE 





NEW HIGH-SPEED 


BANK POSTING 
MACHINE 














3 FAST TABULATION 


AND CARRIAGE RETURN 


Fast tabulation, fast 
return, fast carriage 
opening—all automatic 
—increase posting speed. 








AUTOMATIC 
COUNT OF CHECKS 


Checks are counted 
automatically and pro- 
gressively as part of 
the posting operation. 














5 VISIBLE 


ALIGNMENT 


The entire previous 
line, which is fully visi- 
ble, is a positive guide 
to perfect alignment. 














INSTANT CHANGE 
FOR ANALYSIS 


Instant adjustment for 
posting analysis data 
to statement, or uncol- 
lected funds to ledger. 
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Tuts high-speed Burroughs is a remarkable new 


development in bank posting equipment. 


Its new features— many of them automatic— provide 
a fast, simple operation and permit the posting of 
uncollected funds information on the ledger and a 
complete analysis record on the statement while 
handling commercial accounts .. . Call our local 


office for complete details or descriptive folder. 


BURROUGHS ADDING MACHINE COMPANY—DETROIT, MICHIGAN 


ADDING, ACCOUNTING, BILLING AND CALCULATING MACHINES 
TYPEWRITERS e CASH REGISTERS e POSTURE CHAIRS @¢ SUPPLIES 
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When 
Bankers 
Come to 
cHoston 


. . » itis only natural that they should 
prefer the Parker House, for this famous 

| hostelry provides them not only with 

| comfortable accommodations and good 

| food, but also with an excellent address 

| 

| 

| 





and utmost convenience to those 
financial institutions with which most 
of their business is transacted. 


The smooth, efficient service of the 
Parker House meets their exacting de- 
||} mands; and the impressive atmos- 
1 phere heightens their sense of well- 
being. 
Plenty of Single rooms with private 
bath and circulating ice-water at $3 





| Glenwood J. Sherrard 
| President and 
| Managing Director 











Canadian Notes and Comment 








With the World’s 
Great at the 
Nation’s Capital 



















URING her Washington 
engagement, Jenny Lind 
lived at the Willard where she 
— visited by President Fillmore, 
Henry Clay, Daniel Webster and 
many other dignitaries. At Wash- 
ington and at the Willard, Jenny 
Lind received the greatest homage 
bestowed upon her in America. 


MODERN MINUTES 


AT THE MODERN WILLARD 


The modern Willard is still the 
world- a stopping place of the 

reat. In every detail its modern 

acilities administer to guest com- 
fort and its traditional 
background keeps 
alive the sparkling 
glamour so sought efter 
inthe Nation's Capital. 


Single Rooms with Bath $4 up 
Double Rooms with Bath $éup - 


ety em rr tee mrs: 


NS HOTEL 


Washington, D. C. 


Mana Dir 





VELOCITY DOLLARS 


Collectors were busy in Alberta 
early in August picking up specimens 
of Alberta’s first issue of prosperity 
certificates. Not unlike orthodox Bank 
of Canada one-dollar bills, and of the 
same size, the velocity dollars, as they 
have been called, met with a mixed 
reception from citizens, getting ready 
acceptance by some and the cold 
shoulder by others. 

The first allotment of $250,000 is 
redeemable in two years providing 
stamps to the value of $1.04 purchased 
from the government are affixed to 
the back of each certificate. 


CURRENCY EXPERIMENTS 


Various experimental monetary 
schemes involving the issue of scrip 
have appeared in localized areas in 
Canada during the depression. It 
is rather significant that since the 
country was settled there have been 
periods in which each generation has 
experimented with the currency. In 
every case a return to more orthodox 
methods has coincided with an im- 
provement of financial conditions. 

If the past could speak, a settler of 
New France could warn the present 
generation of the pitfalls in uncon- 
trolled currency. He could tell of the 
bankruptcy and suffering which fol- 
lowed the circulation of the card 
money of 1729. A settler of Nova 
Scotia a century later could tell us of 
the currency chaos which prevailed in 
the Maritimes through the widespread 
issue of paper money by private indi- 
viduals and local governments. He 
could tell us how all the coin in the 
country was driven out. He could 
tell us of the later disfavor of scrip 
issues by the settlers of Nova Scotia. 
He could tell us why the hardy 
Luneburg skippers pasted shinplasters, 
as they were called, to bludgeons and 
went direct to the individuals who 
had signed the notes and demanded 
payment. 


TRUST AND LOAN COMPANIES 


Sixty-nine years ago at Confedera- 
tien, nineteen loan and savings societies 
made a return to the Canadian Govern- 
ment showing an aggregate paid-up 
capital of $2,110,403 and deposits of 
$577,299. From these early societies, 
the Canadian trust and loan companies 
have developed, with their national 
ramifications, to institutions with 
assets of well over two billion dollars. 
A recent return made to the Ontario 
Government shows funds on deposit 
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by G. A. G. 





with companies registered in Ontario 
of $80.7 million as of June 30 last. 
Indicating the high degree of public 
confidence which these institutions 
enjoy, the deposit figures represent an 
increase of 6.6 per cent over the total 
for the same period a year ago. 
Twenty-six companies were included 
in the Ontario Government report. 


BANK ADVERTISING 


Recent financial advertisements re- 
leased in Canada include a new one 
in the well-conceived series of the 
National Trust Company under the 
title “Other Days, Other Ways.” In 
keeping with the theme running 
through the series, a modern electric 
fan is portrayed, contrasted with 
milady’s fan of yesterday. The copy 
points out that trust companies pro- 
vide a service in keeping with modern 
times. 

Following the announcement of per- 
sonal loan departments at various 
branches of the bank, The Canadian 
Bank of Commerce has begun adver- 
tising in Canadian publications to 
publicize the schedule of rates payable 
by borrowers on personal loans. 

Indicating a willingness on the part 
of the bank to make personal loans, 
the Bank of Montreal has released 
copy stressing the borrowing facilities 
available to customers. Under the 
title “‘Responsible Borrowers Always 
Welcome at Canada’s Oldest Bank,” 
the advertisement states that ample 
facilities for personal loans to indi- 
viduals, as well as loans for business 
purposes to farmers, manufacturing, 
and mercantile firms are, and always 
have been provided by the Bank o: 
Montreal. 


CLEARING HOUSE ROUND 


The Province of Ontario has estab- 
lished a new savings office at Niagara 
Falls, Ontario, bringing the total 
number of offices to twenty-five . 
Canadian chartered banks closed two 
city offices in July, one located in 
Ottawa and the other in Toronto... 
With the appearance in Alberta of 
pared or split ten-dollar bills of the 
Bank of Canada, counterfeiters have 
apparently accomplished the impos- 
sible in their attempts to create twenty 
dollars out of ten dollars ... The City 
of Ottawa will adopt a scrip system for 
relief purposes with an issue planned 
in six denominations, five, ten, twenty- 
five and fifty cents, and one and two 
dollars. The scrip will be cashed by 
the city at specified intervals. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 4070-10-36 

















